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TOURIST and FIRST CLASS 


Flights leave Hong Kong at 9.30 a.m. 
every Thursday. Luxurious D.C.6B’s 
are used on this service, with 44 Tourist 
Class seats in the main cabin and 16 

First Class seats in the rear cabin. See 
your Travel Agent or General Agent, 


Oslo and Stockholm. 
Thoresen & Co. Lid. Telephone 31241. 


Bookings are available for 
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THE COLONY’S HONOURED GUESTS 


This week the Colony is honoured with the visit 
of Her Majesty’s Secretary of State for the Colonies, 
the Right Honourable A. T. Lennox-Boyd and Lady 
Patricia Lennox-Boyd. At the same time we have 
General Sir Charles F. Loewen, Commander-in- 
Chief, Far East Land Forces and Lady Loewen, 
Major-General T. B. L. Churchill and other dis- 
tinguished officers. To them we extend a hearty 
welcome. 


Mr. Lennox-Boyd is no stranger to colonia! 
affairs, for, in the course of a strikingly distinguish- 
ed career, he was Minister of State for Colonial 
Affairs in 1951-52, when Hongkong, having by the 
enterprise of the residents and by order and good 
government successfully and Phoenix-like risen 
from the ashes of war-time enemy occupation to an 
unprecedented prosperity, was smitten at the end 
of 1950 by a combination of outside blows which 
might have spelt disaster to a less virile, buoyant 
and self-reliant a people. The mainland of China 
had been occupied by a Communist government, 
the Korean War had erupted to threaten the peace 
of the world from the Far East, the American 
government had practically shattered the basis of 
the trade and commerce on which Hongkong de- 
pended on its survival by cancelling at one fell blow 
all credits opened in American currency and pro- 
hibiting export to Hongkong of goods which might 
be of strategic use to China and effectively stop- 
ping other exports to Hongkong which might pos- 
sibly reach the mainland. The Colony’s traditional 
trade, seventy-five per cent of which was with the 
mainland, had to be reorientated. The new indus- 
tries, mostly in textile and articles of domestic use, 
were threatened by the denial of American cotton 
and secondary types of enamel ware and raw mate- 
rials of which it produced none itself. In addition 


it found its population doubled by an influx of 
refugees from China for whom it had to find food, 
shelter and if possible employment. 


These difficulties the Colony may justifiably 
claim to have gone very far to solve—so much so 
that to-day the Secretary of State, following the 
traditional trade route to the East marked at all 
convenient points by the British flag now flying 
over posts which are more and more assailed by 
dangerous currents, may find that Hongkong is an 
Oasis of peace and stability. Confidence in Hong- 
kong is most marked. Its currency is stable and 
serves as a basis of Eastern commerce. Its feverish 
building and its stock market and banks could 
reveal that the Colony is now the asylum and safe 
deposit and investment centre for the neighbouring 
countries of South East Asia where life and pro- 
perty are precarious. 


Writing the history of the Colony sixty years 
ago the historian declared that “the genius of Bri- 
tish free trade and political liberty constitutes un- 
mistakably the vital element in the historic evolu- 
tion of Hongkong.” Sir John Bowring, in one of 
his despatches, wrote “Believing that the satisfac- 
tory development of our prosperity is mainly due 
to the emancipation of all shipping and trade from 
fiscal vexations and exactions, I trust no custom- 
house machinery will ever be introduced, either for 
the collection of tariff or harbour dues or for any 
purpose which may check the free ingress and 
egress. of all shipping to and from the port nor the 
free transfer of commodities from hand to hand. 
Hongkong presents another example of the elasti- 
city and potency of unrestricted commerce which 
has more than counterbalanced the barrenness of 
the soil, the absence of agricultural and manufac- 
turing industry, the disadvantages of its climate 
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EFFECTS OF EROSION IN HONGKONG 


By L. Berry 
(Dept. of Geography & Geology, University of Hongkong) 


Water supply is one of our greatest local 
problems. Water is needed for agriculture, for 
industry and for every day domestic consumption 


and every impediment which would clog its pro- 
gress.” 


Since 1950 the Colony, however, has, in spite of 
the absence of raw materials, made a striking suc- 
cess as a manufacturing and industrial community. 
A great deal of this new vitality has come from the 
north with merchant manufacturers from Shanghai 
and Wusih but the local southerners have shown 
equally strong adaptation to the new life thrust 
upon them by necessity. 

The Colony, however, was not prepared to find 
- jtself assailed from England and particularly from 
Lancashire, whose traditional Manchester free trade 
policy had after the industrial revolution served to 
expand their exports to the East and for whom 
Hongkong had served as a free port of distribution. 
In the case of India the complaint of Lancashire and 
Leicester may be understood. Hongkong, however, 
has to compete under the drawback that it has to 
import its raw materials and has to explore new 
sources for them, and has nothing but its commer- 
cial services and its manufactured goods to pay for 
them and to maintain its own community. 


England has always been the traditional land 
of “fair play.” Is England, is Lancashire, going 
to abandon its tradition because of the competition 
of one of its colonies? Do they fear to adjust 
themselves to the requirements of world economics? 
Hongkong will still serve England and Lancashire 
best as a free port, an entrepot for the distribution 
of British goods and the provision of first-class 
commercial service. 

Mr. Lennox-Boyd will have a busy week. He 
will see much. He will see the tremendous work 
which Government is doing. He may also have 
some inkling of the amount of’ voluntary work both 
in aid of Government and in matters of general 
welfare which is rendered by the residents of the 
Colony who serve on a very large number of essen- 
tial committees and commissions probably to an 
extent and with less conspicuousness than in any 
other part of Her Majesty’s Dominions. 

Hongkong has its problems. They are not, 
however, problems out of rash experimenis in imma- 
ture democracy but problems of construction, of 
building houses for its congested population, of 
overcoming the physical difficulties of the Colony 
by securing more free land between the mountains 
and the sea, of building reservoirs to store its 
fragrant waters and filling in one of its bays to 
provide a way for modern aircraft, and generally 
striving towards the greater fulfilment of the possi- 
bilities and prosperity of this great port: 


and there is certainly not enough for all needs, even 
with the completion of the current reservoir schemes. 
All practicable methods of conserving our water 
resources must be considered and one of the most 
promising ways of reducing waste is by methods 
of soil conservation. Soil erosion has a threefold 
effect on water supply :— 


1. SILTING AND SEDIMENTATION IN 
RESERVOIRS: Soil erosion in catchment areas 
means that large quantities of silt are being carried 
into the reservoirs after every period of rain. The 
Kowloon and Jubilee reservoirs are both located in 
regions of weathered Hongkong granite and great 
care is needed to keep them as free as possible from 
silt. Though great efforts at afforestation have 
been made, parts of both catchment areas are still 
bare and eroding. Much of this loose material must 
ultimately go into the reservoir which unless further 
protected will lose much valuable storage space. 
Large parts of the Jubilee reservoir catchment area 
are on Tai Mo Shan porphyry; a rock group which 
is mainly covered by rough grassland with much 


bare earth. Sheet erosion from this area must con- 


tribute large quantities of silt annually. 

The greatest pressing problem is that connected 
with the Tai Lam Chung reservoir scheme. Much 
of the surrounding area is the worst eroded in the 
Colony with many gullies. The long term future 
capacity and benefit of this reservoir will depend 
on how rapidly this problem can be tackled, and rates 
of erosion reduced. Once erosion has reached this 
advanced stage it is exceedingly difficult to control 
and though preliminary measures are already being 


taken their suecess is by no means a foregone 
conclusion. 


2. RUN-OFF RATES: American experiments 
have proved that the actual amount of water that 
sinks into the ground, depends very largely on the 
vegetation cover, the slope, and in the case of 
agricultural land, the crop grown. 

Measurements of losses of soil, water, plant 
food, organic matter and colloids were made from 
sheet ercding land on varying slopes. A comparison 
between losses off bare ground and well covered 
grass slopes is given in the following selected 


figures :— 
Lossesof Rainfall 

Type Slope Soil Tons Lostby Annual Location 
of Cover per Acre Run-Off Rainfall 
Fallow 8% 108.000 20% 42.5” Bethany 
Grass 8% 0.89 11% lowa 
Fallow 8% 12.21 22% a Vernon 
Grass 8% 0.037 1.65% Oklohoma 
Fallow 5% 17.75 17.3% 25.5” Hays 
Grass 5% 0.004 0.046% Kansas 


These slopes are comparatively gentle but soil 
losses were in every case redticed to 1/100 of their 
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former value when grass was grown. But the 
figures for rainfall loss by run-off are significant 
showing a saving of at least 10 per cent of the 
rainfall under stable conditions. If run-off rates 
are reduced the water is not lost but, instead of 
rushing as a debris choked torrent into reservoirs, 
it is held in natural storage and reappears later 
through springs and streams as an even clear flow. 
Silting is greatly reduced and also in times of full 
reservoirs less of the surplus is lost. Similar experi- 
ments in Hongkong would obviously give different 
results but it appears likely that the saving would 
be of the same order. If this were so the value of 
reforestation and grass planting would need no 
further emphasis. 


3. THE WATER TABLE AND GULLYING: 
Excessive run-off from eroding areas also resulis 
in the rapid lowering of the water table, the increas- 
ing dessication of the area and still further erosion. 
This is particularly true of gullied regions. Winter 
and indirect flow from streams in these areas becomes 
very low; while direct run-off after summer rains is 
often catastrophic. It is significant that during 
recent rains (10th May, 1955) a bridge was washed 
away near the severely eroded area at So Kon Wat. 
The agriculture of regions around the eroded areas 
is certain to be finding the effect of this dessication. 
When gullying is fully developed, the whole drainage 
of a region can break down, as new waterways are 
cut by gullies. The main rivers are over-loaded 
with material and have to deposit much of it, some- 
times on agricultural land, flooding occurs and as 
st Kun Wat damage in downstream areas’may 

ollow. 


In Hongkong direct damage to agricultural land 
has not so far been great because of terracing and 
good irrigation channels in these areas. But the 
removal of debris from the mining area near the 
Jubilee Reservoir dam caused one large flood near 
Tai Wai at Shatin in 1952. Now a small dam across 
the stream has been built above paddy level to hold 
up the movement of material into the lowland. The 
value of their precaution will depend entirely on how 
frequently the debris is cleared from _ behind 
the dam. Already many tons of material 10-13 feet 
thick have accumulated and unless continually 
cleared worse floods may still result. 


EROSION CONTROL: Much research has 
been carried out on erosion control problems, 
particularly in the U.S.A. and lines of guidance can 
be taken from these although each area has its own 
Sie gg problems which have to be studied and 
solved. 


Generally the remedy of extensive afforestation 
is an obvious and wise policy and since the war 
continuous development of woodland in the Colony 
has been carried out. Great difficulties still exist 
as afforestation in some areas has been counter- 
balanced by erosion in others. Any forestation 
scheme is of necessity a slow process, and in 
severely eroded areas 
establish. 


extremely difficult to 
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The major problems at the moment seem to 
be:—(1) Restriction of burning and cutting; (2) 
Control of gullies in badland areas; (3) Rapid 
development of vegetation cover in catchment areas. 


Many upland areas in the Colony would not be 
too difficult to afforest providing cutting control 
was enforced. It has been widely recognised in 
many countries that unless the goodwill and under- 
standing of farmers is available difficulties multiply. 
In remote areas controls are difficult to enforce 
without local authority and the best control is that 
of the village elders themselves. This is already 
forthcoming in some areas notaby Sai Kung where 
well developed woodlands are a result of good 
co-operation with Government. With this example 
it is possible that a renewed campaign of education 
for villagers will produce results, but it seems that 
some sort of tangible reward for satisfactory 
development in village areas will have to be included 
in any successful scheme. Burning and cutting are 
often carried on by the very poor and if this means 
of income is taken away other employment would 
have to be provided. 


These are gradual solutions needing a_ well 
thought out and comprehensive scheme of agricul- 
tural development in the Colony, and a forerunner 
of such a scheme is a detailed study of the present 
situation. Much valuable work is being carried 
out at Government agricultural research stations 
and Dr. T. R. Tregear of the University of Hong- 
kong will publish a Land Utilization study shortly. 
However work on the soil conservation aspect of our 
problem still remains to be fully dealt with, together 
with a study on soils and subsoils. 


From developments on Lantau it appears that 
commercial afforestation may. be the answer in 
some areas. If the Government were to try and 
attract capital for such purposes they would have 
at least one example at I Pak of an area in which 
forestation may prove to be not only useful but a 
sound commercial economic proposition. 


The actual severely eroding areas call for more 
direct action, some stages of which have already 
commenced. There is as far as I know no sure 
way of stopping gully development once it is far 
advanced. Sides may be bulldozed, retaining dams 
built; and trees and grass planted but there is no 
guarantee of success. 


A combination of damming the gully and 
grading the side slopes for grass or trees is usually 
a sound method, although the sides are often so 
steep that collapsing is needed to provide a slope 
suitable for vegetation. Even then the task of 
inducing vegetation to grow in the infertile material 
is a skilled and exceedingly difficult task. Often 
even the pine tree will not take root and recourse 
has to be made to special grasses which will grow 
in a dry subsoil and also have a root system that 
will bind the loose material together. So far little 
success with grass has been achieved locally. 
Leucaena glauca is one successful type used in areas 
of South America with a long dry season and cogon 
grass (imperata cylindrica) is common in the tropics 
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ECONOMIC REVIEW 


PROMOTION OF HONGKONG EXPORTS 


After much careful preparation, the recom- 
mendation of the Trade & Industry Advisory 
Committee that an Exporters’ Association should be 
formed in Hongkong has now been implemented. 
The Association was incorporated on the 13th May 
and the first General Meeting was held-on the 24th 
June last. This is a development which will be 
welcomed by all who have at heart the welfare of 
the Colony in general and the orderly development 
of its export trade in particular. 


The general aims and reasons for the formation 
of the Hongkong Exporters’ Association were out- 
lined in a leading article in this Review’s issue of 
July 14th. When so much confidence in Hongkong’s 
products has been lost as a result of the malpractices 
of some exporters, it is heartening to find exporters 
who are jealous of Hongkong’s good name, them- 
selves getting together to combat this threat to the 
Colony’s trade. 


There is obviously much that the Association 
could do in the way of export promotion as well as 


but not useful for grazing. Other types used in 
South America are Ornithopus sativas; Dolichos 
lablab and Melitotus alba. Some species of bamboo 
are also good for erosion control as well as producing 
material of economic value. 


Other experiments in the Americas are continu- 
ing to obtain even hardier strains and it is possible 
that some may be of use in Hongkong. But the 
only solution seems to be a development of the 
agricultural research programme to include projects 


of the type; and thus to truly adapt the solution to 
local factors. 


This general paper can only serve to point out 
the main problems and to indicate the extent of the 
consequences. The water supply factors alone are 
important enough to ensure that the situation is 
kept well in the limelight of all future planning. 
In fact if long term projects are under considera- 
tion, research into conditions and expansion of 
conservation would appear to provide the only firm 
foundations for the future. 


REFERENCES 


BENNET, H. H. “‘The Quantitative Study of Erosion Technique and some 
Preliminary Results’’. Geog. Rev. 1933. 


DAVIS, S. G. “Hongkong In Its Geographical Setting’’. Collins, 1949. 


DAVIS, 8S. G. “The Geology of Hongkong’’. Government Printer, Hong- 
kong, 1952. 


F.A.O. “Soil Erosion Survey of Latin America’, Published 1954. 
JACKS, G. V. “Soil”. Nelson 1954. 
JACKS, G. V. & WHYTE, R. O. “The Rape of the Earth”. Faber 1939. 


MORRIS, F. G. Soil Erosion in the South East U.S.A. ‘Geographical 
Journal, 19387. 


ROBERTSON, A. F. ‘A Review of Forestry in Hongkong with Policy 
Recommendations”. Government Printer, Hongkong, 1953. 


THORP, J. “Geography of the Soils of China” Peking 1939. 
TRASK, P. D. (Ed.) “Applied Sedimentation”. Wiley, U.S.A. 1950. 
TREGEAR, T. R. “Land Utilization Map of Hongkong’. 1:80,000, 1954. 


|e Physiography and Igneous Geology of Hongkong. 


SCHOFIELD, S. J. Third Series, Section 1V. 
PHEMISTER, T. C. 
Geological Map of Hongkong. 1:84,800, 1936. 


to investigate cases of commercial and 


protection. In an interview with this Review, the 
Chairman of the Hongkong Exporters’ Association 
(Mr. J. H. Hamm) stressed the fact that there are 
many ways in which Exporters can help Manufac- 
turers and that it is of ultimate benefit to the 
Hongkong manufacturers themselves as well as to 
overseas buyers to use the specialised services of 
export houses. Much of the trouble experienced by 
overseas buyers with Hongkong goods has been 
due to the fact that they have not been in touch 
with reliable suppliers. As Membership of the 
Hongkong Exporters’ Association will be confined 
to exporters of integrity and experience, overseas 
buyers will be able to deal with members of the 
Association with confidence. It is therefore pro- 
posed to give the widest possible publicity to the 
formation of the Association in overseas markets, 
because it is obvious that malpractices would 
speedily be eliminated if buyers themselves took 
steps to deal only with responsible exporters. 


To further assist the rooting out of abuses a 
Sub-Committee of the Association has been formed 
industrial 
malpractice with a view to devising measures to 
prevent the recurrence of such practices. 


In the field of trade promotion much can be 
done. Abroad there are many misconceptions 
about Hongkong’s industries and these build up a 
considerable resistance to the purchasing of Hong- 
kong’s goods. The cry of “sweated labour’ and 
“unfair competition” is often heard but most of 
it is entirely without foundation. Even granted 
that labour here is cheaper than in some other parts 
of the world, manufacturers in many cases have to 
contend with a higher cost for land, power, raw 
materials, etc., which offset the labour advantage, 
and this advantage is, in any case, much less than 
is generally supposed. These misconceptions must 
be cleared away before a healthy climate for trade 
expansion can be created. 


Thus far Hongkong has been content to 
establish industries largely based on imitation of 
existing products. Local manufacturers can 
hardly be expected to know the types of new goods 
which would find favour in the various markets of 
the world and in this matter exporters could render 
an invaluable service to industries in Hongkong by 
feeding the factories with new ideas culled from 
their contacts overseas who have knowledge and 
experience of the requirements of their own markets. 


The broad aims of the Hongkong Exporters’ 
Association have already been published. Many 
of the objectives will not be capable of achievement 
in the immediate future but will take time to 
develop. It is at least comforting to know that 
Hongkong now has an organization which recognises 
the need for action to clean up the export trade 
and so clear the way for its planned and orderly 
development thereafter. 
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HARD GOING FOR CHINA’S FIVE-YEAR PLAN 


By Professor E. Stuart Kirby 


So few particulars had hitherto been given of China’s 
First Five-Year Plan, although it is now half-way through its 
course (1953-57), that many foreign observers were sceptical 
as to whether any actual programme or schedules of figures 
really existed. In China itself, as well as in other countries, 
there has been marked scepticism as to whether the Plan 
was really anything more than a series of general objectives 
or aspirations, without a worked-out timetable giving pre- 
cise and quantitative indications like those of preceding Five 
Year Plans in Russia and other countries. 


When it became known that the “draft” plan (still 
avowedly only in a draft stage) had been placed in the 
hands of the Central Committee of the Communist Party of 
China in March this year (1955), for further revision, to 
be followed by its submission to the State Council and the 
National People’s Congress, much interest and expectation 
were therefore aroused: it was expected that by the present 
time (July 1955) the public, both in China and abroad, might 
have some details and figures of the Plan, sufficient to give 
more than a vague and hypothetical idea of current and 
expected progress. 

The report on the Plan to the 2nd session of the Na- 
tional People’s Congress was made by Mr. Li Fu-chun, Vice 
President of the State Council and Chairman of the State 
Planning Commission, on July 18th 1955, and is now avail- 
able to the world. 

It is a lengthy statement. The original Chinese text 
(as issued by the Peking Official News Agency, and carried 
in full in the Hongkong Ta Kung Pao) has not much less 
than 40,000 words. About one-third of this was cut out, 
in the English version also released by the official New China 
News Agency: and it is extremely interesting to see (as 
we shall do below) exactly what sort of matters and topics 
were omitted, in the version intended for foreign consump- 
tion. 


Even in the full Chinese version, howéver—though it 


does bring a little further into focus the general structure . 


and broad outlines of the Plan, as already known—nothing 
very specific is revealed, in a programmatic or statistical 
sense, worthy of comparison with those Russian, Indian or 
other Plans which have been printed and published in the 
form of a quite definite compendium of detailed figures, in- 
corporating a timetable of steps for their fulfilment. 


Mr. Li’s opening words make clear that the Plan is the 
child, not of the Civil Service, the Government, or economic 
experts, but of the Communist Party; when it was finalised 
by the latter, the Central Committee of the Party passed 
it to the State Council. “The State Council has discussed 
and unanimously approved the draft plan, and now places 
it before the second session of the First National People’s 
Congress for examination and adoption”. Not, we note, for 
revision or criticism, so much as for rubber-stamping— 
“examination and adoption”. Curiously, this indication is 
allowed into the English version; though, in the latter, one 
passage in the full Chinese version is omitted, which makes 
even clearer that the agenda for the session is the adoption 
of the Plan as presented. 


The further preamble goes on to emphasise the wretched 
state of the economy in 1949, when the Communists took 
power, and the substantial work of rehabilitation which was 
achieved by 1952. Since 1949 was an abysmally low con- 
dition of economic affairs in China (under large-scale civil 


war) it is no wonder that there were great percentage in- 
creases in the three following years; and the propaganda’s 
stress on either one of these features cancels whatever 
stress it lays on the other. 

The portions which are not reproduced in the official 
English text, or for foreign consumption outside the Com- 
munist Bloc, are—it is interesting to note—those which 
stress that this rehabilitation, and subsequent successes, were 
accompanied by sharp class struggle within China, and de- 
lays and difficulties due to the Korean War, and were only 
possible with the help of considerable Soviet aid. 


If the aim, in thus omitting from the English text much 
of what is in the lengthy Chinese text, were one of economy 
—a virtue much insisted on later in the speech, as direly 
necessary in the present crisis of planning in China, a coun- 
try so acutely short (the speaker emphasises) of materials, 
skilled labour and “know how”’—then that would seem rea- 
sonable. Reasonable also if the assumption is that foreign 
readers are unlikely to have the patience to go through 
all this verbiage: for indeed, all that this report positively 
tells about the aims and programme of the Five Year Plan, 
from a business-like point of view, could easily have been 
given in a fraction of the length and time. 


Evidently, however, such are not the motives of this 
pruning for external consumption; because the parts taken 
out are vital portions of the speaker’s argument, and aspects 
of special importance, from the Chinese Communist point 
of view. For internal consumption, the report makes clear 
that all these things were achieved only in and through bitter 
and trying struggle, which is both the purpose of the Plan 
and the means to its fulfilment. The extension of nationali- 
sation and control over all branches of the economy, the 
liquidation of the landlords, “the resist-U.S. and_ aid-Korea 
campaign, the suppression of counter-revolutionaries, the 
8-anti and 5-anti movements”, etc., all were great battles 
and great victories, the Chinese people are told. All this 
blood, sweat and strain disappears in the text given to the 
outside world, leaving a few phrases indicating a straight, 
almost magical, painless, democratic, and sweetly undialec- 
tical “transition”, under the “leadership” of the Party. 


The latter is of course the “line” prescribed by the 
present policy of appearing on the international scene as the 
great and gentle champions of Peace, while a large public 
in Asia and elsewhere, inclined to a facile pacifism and 
idealism, is to be wooed by the picture of Communism as 
an easy, non-violent, demoeratic and patriotic phase of 
transition. Such people would be considerably disturbed if 
they were addressed in the same terms as the liberated 
Chinese public, on whom the necessity of grim and ruth- 
less struggle is duly impressed. 

The Chinese public is also told what an important part 
was played by the “support of the great Soviet Union and 
the various People’s Democracies”: this dependence on Russia 
is of course to be played down in any propaganda abroad. 
The stress on armaments industries, the significance of con- 
centrating on heavy industrial development mainly as a 
basis for national military power, is of course also dropped 
from the texts edited for sending abroad. 

There follows a section in which the overall aims of 
the Plan, by main industries and types of activities, are sum- 
marily given; this is reproduced fairly fully in the official 
English version, except for the suppression of portions in 
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which the spokesman chides various groups of doubters. 
First, those who reflect that all this effort will still leave 
China far behind, not only the Western countries, but even 
Japan. Here there is a remark which is_ psychologically 
somewhat revealing: “is this compatible with China’s status 
as a great nation? Second, those who say it is too much, 
“let’s ease up”. This appears to point mainly at those who 
give China’s lack of capital resources as the most general 
difficulty; in reply to them, four reasons are given why much 
more, almost all, of China’s income and capital are now in 
the hands of the State, which can divert much more into 
capital-formation. The degree of State control is the yard- 
stick of progress for the speaker (though of course it is all 
for the sake of a “beautiful future’); not the total increase 
in the national wealth, which is in reality rather an urgent 
necessity in view of the swiftly rising population. 

The rapporteur evidently feels the need also, in this 
connection, to justify the fact that the share of investment 
going into heavy industries, as against light industries pro- 
ducing consumer goods, is heavier in China’s First Five Year 
Plan than it was in the First Five Year Plan of the Soviet 
Union (89% and 86% respectively) though Russia was at 
the corresponding period a country much richer in re- 
sources of all kinds, and in its heritage of preceding economic 
development. 

He argues that the development of light industries 
(later on) will be a comparatively easy matter, provided 
that agriculture yields bumper crops and the production of 
agricultural raw materials is increased. These are large 
provisos, since on his own showing the agricultural progress 
is lagging much behind the industrial at present, and bitter 
struggles lie ahead before agriculture can be brought fully 
under State control, as a preliminary to having its general 
productivity raised. (Such, however, has not been the con- 


sequence of collectivisation in any other Communist country.- 


After some thirty years of collectivisation in the Soviet 
‘Union, agriculture is still under daily denunciation for lag- 
ging in output and quality!). 


* * * * 


A host of further illustrations could be given, of the 
difficulties and self-contradictions which are _ revealed at 
every point of the report, also of the way in which it is 
desired to present quite a different emphasis to the outside 
world on the one hand, and the Chinese people on the other. 
More disturbing, perhaps, is the picture of chaos or con- 
fusion, inadequacy and undue costliness, displayed by this 
report; and the prospect of greater hardships still to come, 
which it offers. 

The following are examples. All of them have been 
omitted from the English version released by the official 
News Agency, but are published by the same Agency in its 
home releases. 

Dependence on the Soviet Union, for industrialisation, 
is complete: “from the point of view of technical resources, 
our large and complicated projects have all been designed 
by Soviet assistance. Our own engineering and technical 
personne! still lack the ability to undertake independently 
the planning of such plants”. Yet a precept of Chairman 
Mao Tse-tung is strongly laid down, which says “act first, 
and study afterwards.” 

In the name of “modernisation”, far too much money 
has been spent (according to the speaker) on all kinds of 
amenities, workers’ housing etc.; the standards of “luxury” 
and comfort of these must be drastically cut from now on, 
and all funds strictly devoted to key industrial construction. 

Proportionately, the wonderful new plants play only 
the lesser part in production: “of the increase in the value 
of output by 1957, compared to 1952, some 70% is to come 
from the increased production by old enterprises, only about 
30% from newly-constructed or reconstructed units”. Yet 
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the performance of old and new installations alike is start- 
lingly bad. The Paoki-Tienshui Railway has to be “recon- 
structed” (not for the first time), being “at a standstill’ 
for part of the year; this is blamed on the inefficiency of 
the original construction by the Kuomintang regime. “Of 
the 322 fifty-ton railway waggons built at the Dairen Vehicle 
Plant, 90% had to be rebuilt”: nine-tenths of the output 
of the principal, if not the only, works of the kind in China, 
had to be sent back to be rebuilt! “All the 380 lathes pro- 
duced by the Mukden Lathe Factory were not up to test 
standards, and had to be rebuilt... .. 
accessories were written off, apart from anything else, and 
from September 1954 to the first quarter of 1955 the plant 
produced nothing. In ploughs and spades, the products of 
this plant were not up to standard in shape or strength, and 
40% of them had to be scrapped.” Thus the lathe produc- 
tion of this very important modern installation was a dead 
loss, and it cannot be relied on to produce anything so 
elementary as a reliable shovel! 


“In high grade cotton cloth and prints, the targets of 
the first quarter of this year were not fulfilled”. “In rubber 
footwear and sugar the variations and rate of deterioration 
in quality are more serious than before.”” “The Harbin Food 
Products Co. reports 50 cases of waste, involving 570,000 
yuan loss, in 1954, and more than 800,000 yuan loss in 
its Animal By-products plant, but more may yet be disclosed.” 
“Under the Ministry of Commerce, in 1954, losses by the 
death of hogs and the rotting of eggs, due to inefficient man- 
agement, totalled 8 million yuan”. 


“In the Panki Iron and Coal Co., only 56% of the em- 
ployees were productive workers, and the management per- 
sonnel comprised 25%”. Many workers in such “colossal 
structures” are threatened with removal: “in the Shihching- 
shan -[ron and Coal Works and associated units, more than 
3,600 workers could be pnearoanien ie. about 25% of all the 
employees”. 

“In 1953 and 1954, json outline investments by the 
six industrial Ministries represented 21.6% of all invest- 
ments”—compared with 14.5% in the Soviet Union”. 


“Industrial output must be increased by 29% by 1957, 
over 1954” if the plan is to be fulfilled. Gigantic task and 
dire prospect, for the workers in an economy already labour- 
ing under such difficulties, to raise output in two years by 
nearly 30%! 

To achieve this, all management and planning must be 
put on a fully scientific basis—as distinct from the present 
situation, which is described as follows. “Planning is carried 
out parallel with work actually in progress” (but surely this 
is Chairman Mao’s precept, quoted earlier, of “act first and 
study afterwards”?) “so plans were continuously changed, 
work-planning is continuously interrupted. Consequently, 
at some times the men have been idle, at others they were 
working extra shifts in a rush.” “When the scale of planned 
reconstruction had not yet been decided, work was started. 
After work began, large revisions were constantly made in 
the plans. Blueprints for work actually in progress were 
not received in time, and were cancelled after they were de- 
livered.” 


There has been a gigantic waste and stockpiling of 
materials, which must cease at once. “In the First Auto- 
mobile Plant, materials stockpiled up to November 1954 
totalled 10.57 million yuan”, while a further “6.3 million was 
written off as waste”. “In 1954, the ratio of waste in the 
foundries was 12.5%, compared to 5% in the Soviet Union” 
and the total loss in this field of work was “more than 20 
million yuan”. In the first quarter of 1955, “the quality 
of many products was not good.” “Most universal’ was this 
phenomenon in the field of Heavy Industry: “4,682 tons of 
pig iron and 30% of large steel bars were below specified 
standards of quality”. 


1.2 million yuan of 
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These are cited, not as the worst cases, but as examples. 
Only a specimen few are mentioned above; in the report 
under review, many more are given. Such a degree of 
wastage, basic inefficiency, lack of progress-planning, con- 
fusion and uncertainty, are crippling to any industrial 
economy, and are far below the standards of even the most 
backward sections of the capitalist world. 

One views with dismay the drastic measures that must 
be in store, from the point of view of the Chinese workers, 
if a thoroughgoing and ruthless attempt is to be made to 
put all this into some semblance of industrial order and 
“planfulness” in the short space of two years. Given that 
the technical skills, the essential raw materials, the system 
of organisation and the experience of planning are all ad- 
mittedly deficient in every respect, the burden must fall 
largely on the mass of unskilled and semi-skilled labour. 

Another alarming aspect of all this is the evidently high 
unit cost of such undertakings in the People’s China. It 
has already been widely remarked abroad that the sums 
allocated for construction and capital costs for many large 


undertakings in present-day China are well above the cor- | 


responding allocations for similar enterprises in other coun- 
tries. 

Now we learn from this report that the official State 
standard for cost of building construction per square metre 
of floor space is 125 yuan. Everyone, in Hongkong and 
elsewhere, may make local comparisons, which will show that 
this cost is by no means cheap. But it has constantly been 
greatly exceeded, in practice, in the People’s China. The 
Changchun Geological College—though it utilised the site- 
clearing work already done and the foundations already built 
for the Royal Palace of the ci-devant Emperor of Man- 
choukuo—ran the unit cost per square metre up to 300 
yuan. The Anshan Iron and Steel Co.’s workers’ dormitories 
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cost 163 per square metre of floor-space; the Planning Office 
Building of the same plant cost 240 yuan per sq. metre, “but 
the utilisable space is only 44% of the whole”. 


“As an example, the laundry in a certain sanatorium 
cost 346 yuan per square metre, but after the installation 
of the washing equipment, very little space is left, and the 
workers find it inconvenient.” The kitchen of the same 
sanatorium cost “275 per square metre, but no space is left 
for the storage of rice and flour”. 


The main difficulty would appear to be, in fact, the 
cost and shortage of materials. It has been stated that 
“some 70% of the cost of building construction represented 
the cost of materials’; this puts an extremely low valuation 
on the labour. 


But in all these cases, there is special denunciation of 
useless trimmings, decorations and ornaments. Domes on 
the roofs are especially condemned: on 39 Government build- 
ings in Peking, this item alone caused the waste of 5.4 mil- 
lion yuan. But the condemnation is generally also of all 
decorative or artistic effects, of the attempt to give the 
structures a national or traditional appearance or finish; and 
in particular of the “modernisation” of the appearance and 
comfort of offices or other installations. Such modernisa- 
tion, we are firmly told, must be postponed until the modern 
and efficient factories are built—which is a matter of 
“decades”. 


In some of these “grandiose buildings’, the equipment 
has also been “grandiose”, with “expensive rugs, sofas and 
other items of luxury”. Henceforward, there is to be no 
more of this: life is to be rigorously set between the good, 
plain, efficient barracks on the one hand, and the good, plain, 
efficient production unit on the other; and everybody will 
increase his output by 30% in two years, or else. 
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Economic REVIEW 


COOPERATIVES IN CHINA 


The number of agricultural producer co-operatives will 
be increased to between half a million and 600,000 by the 
spring if the Party plans mapped out are fulfilled. Much 


‘preparatory work has been done since the autumn to trans- 


late the plan into reality. In close combination with pro- 
duction, large numbers of mutual aid teams have been 
established as candidates for the producer co-ops, and more 
than a million “backbone personnel” have been trained. Of 
these Honan has actually trained 300,000, while Shantung 
plans to train 250,000. In the training special attention 
is being given to education in the CCP class line in rural 
districts. For the discouragement of others, certain cadres 
and backbone elements were officially criticised for excluding 
poor peasants, discriminating against middle peasants and 
neglecting to watch over the sabotage activities of the rich 
peasants. The actual number of producer co-operatives at 
the end of December was about 400,000: a rapid advance 
on the 225,000 before the autumn harvest, and on the 100,000 
in the spring of 1954, though whether they were properly 
organised is a moot point. There were bitter complaints 
earlier in the year that local cadres obeyed the urgent orders 
to convert mutual aid teams into producer co-operatives, but 
left the transformation as a mere matter of form on paper 
and did no bother to complete the organization in detail. 


The Party papers assert that there is considerable 
keenness among the peasants to speed up the formation 
of producer co-operatives, so long as they “follow a good 
policy, produce more and earn more, and are beneficial both 
to the State and to the peasants.” Many peasants are 
quoted as saying they would not return to individual farm- 
ing even if they were “bound with ropes to it or beaten with 
a club.” But in the course of major development, when it 
came to the point, many swam with the current and dis- 
played a hesitant and vacillating attitude ideologically. 


The original and pioneer producer co-ops played a great 
part in inspiring and helping the peasants to establish new 
co-operatives. Members, after learning by experience how 
to operate these bodies, pass on to instruct others. One 
hsien is mentioned in Hopei in which 69 pioneer co-ops as- 
sisted mutual aid teams in setting up 45 new co-ops. Help 
was rendered in a great variety of ways. 


On the other hand, a number of the older co-ops did 
not offer so good an example, and failed to increase the 
confidence of the local peasants. The Party propagandists 
conducted extensive Socialist education among the peasants 
but there are still unsolved questions in developing co-ops, 
partly because some of the cadres lack serious study of the 


work and become blindly optimistic and impatient. Some . 


even think the plans much too ambitious. Some peasants 
who were blindly chased into co-operativisation afterwards 
withdrew from them. 


At the end of the third quarter of 1954 there were 
1,130 credit co-operatives in China, a sixfold increase com- 
pared with 1953, as well as 54,300 credit mutual-aid teams. 
The total membership of the credit co-operatives was 43 
million. There were credit co-operatives in every hsiang in 
48 countries, with an average cf one to every 3.2 hsiang. 
In the first three quarters of 1954 they issued 2,000,000 
million yuan in credits. In Shansi Province they have been 
developed faster and the credits they granted in 1954 were 
about equal to those granted by the State. These co-opera- 
tives have “dealt a serious blow to usury,” though an obser- 
ver, impressed by the great sums advanced in credits and 


loans by the State Banks and co-operatives, gets the feeling 
that the peasants are now far more loaded with debts to 
the State than they ever were in the days of the landlords. 
Some of the people who used to lend money to finance the 
farmers have deposited their capital in the credit co-ops but 
most of them have gone out of business. 


An editorial in the Peking People’s Daily says that it 
is planned to enlarge the number of credit co-ops by the 
end of spring from the 50,000 in September last to 150,000 
and the number of peasant households from 20 ts over 79 
million, to meet the present needs of Socialist transforma- 
tion. The credit co-operative constitutes an important part 
in the co-operativization of rural villages. It co-ordinates 
with but works separately from the producer co-operatives 


‘and the supply and marketing co-operative in common 


efforts to expedite and develop the Socialist economy and 
gradually restrict the capitalist sector in the villages until 
it is eliminated. The producer co-op serves as the funda- 
mental link in the co-operative movement, through which to 
transform gradually the system of individual ownership into 
that of collective ownership by the peasantry and change the 
backward way of production into advanced methods of col- 
lective production, uproot hired labour, exploitation and the 
economic foundation upon which depends the growth of 
capitalism. The supply and marketing co-operative and the 
credit co-operative perform their functions by promoting 
and developing production through organization and control 
of the rural market and through regulation of rural finance, 
and tapping the financial resources of rural villages, until 
business speculations and usury are restricted and finally 
wiped out. The producer, supply and marketing co-ops, 
and the credit co-ops are inter-related and none of them 
can be done without. If one fails to cope with another and 
the steps of the three are not synchronized the progress of 
Socialist transformation of rural villages will be hampered 
and the nation’s whole cause of Socialist construction be 
affected. 


So far 60% of the total peasant households are or-~ 


ganized and it is expected to bring the figure to 75% soon 
after the winter ends. With the State purchase and market- 
ing of the main agricultural produce the supply and market- 
ing co-ops are playing an unprecedentedly important role. The 
credit co-ops, however, are still a weak link, and they are 
concentrated in too few provinces. In some province 90% 
of the rural areas lack credit co-ops. This could affect the 
development of producer co-ops and mutual aid teams and 
agricultural production, and it would encourage the con- 
tinued use of idle capital in the rural districts and»the old 
exploitation and speculation. 


To develop producer co-ops and production there must 
be a definite investment of capital. Where mutual aid teams 
and producer co-ops are less developed, it has been neces- 
sary to make loans to the peasants, amounting to 100 million 
yuan each year and in those where these are better deve- 
loped it has been necessary to loan 140 million. On this 
basis it is estimated that loans of over 20,000 billion yuan 
would be required each year, if producer co-ops and mutual 
aid teams are to be developed in the nation’s 200,000 odd 
hsiang (rural villages). In addition to this, 20% to 30% of 
individual producer co-ops would have to be properly taken 
care of. Especially, a tremendous amount of money must 
be set aside also to help the peasants restore production 
in some of the districts which suffered from the great 
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floods in 1954. All this cannot be met merely by State 
loans, because in making its capital investment, the nation 
must give priority to industry. The most effective measure 
therefore is the rapid and extensive development of credit 
co-operatives by organising the capital of the broad pea- 
santry for the development of producer co-ops and mutual 
aid teams to increase production according to State plans. 
In Shansi Province in 1954 the credit co-ops issued from 
January to May credit loans of 153.3 billion yuan or over 
93% of the loans made by the State banks during the same 
period. From this the strength of the credit co-ops can be 
judged. 


The credit co-ops can also increase the position of 
Socialist economy in rural finance and gradually reduce and 
liquidate the spontaneous growth of capitalism. In the past 
year there has been an ever more acute struggle in the rural 
villages between Socialism and Capitalism. Rich peasants 
and rural capitalism have “turned more and more to usury, 
at first openly and then covertly, but the degree of exploita- 
tion is always increasing.” They loan one picul of husked 
rice in the spring and get three piculs of rice with husk in 
the autumn, or 240 catties without husk. The interest more 
than doubles the capital loaned. Moreover surplus capital 
has increased in the villages and is mostly in the hands 
of rich peasants, who will either spend it recklessly or put it 
to usurious or speculative activities. 


Of course it would be a rather stupendous task to 
establish 100,000 credit co-ops in the next three or four 
months but it is entirely possible. The poor peasantry feel 
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an urgent need for them and have acquired a fair under- 
standing about them. Moreover, they are fairly simple to 
organise and convenient for loans and deposits, while the 
shares are small—each share amounting to 10,000 to 30,000 
yuan. Anyone with surplus money can become a member, 
except landlords, rice peasants, exploiters and counter-revolu- 
tionaries (ex-officials). Only a small number of cadres are 
required to establish a credit co-operative, experience has 
been accumulated in the past year in different places, and 
the several tens of thousands set up are solving for the 
peasants their difficulties of living and production and deal- 
ing a serious blow to usurers. Also some 100,000 backbone 
cadres have been trained. Now that unified purchases are 
being made of produce there is much surplus capital in the 
villages, and the task is therefore entirely possible. 


There are difficulties, however. Many leadership cadres 
for rural work and a few local Party committees have not 
yet gained a full grasp of rural co-operativization. They 
concern themselves only with producer co-ops and are in- 
different to credit co-ops. All kinds of things are also done 
to restrict the development of such co-ops and no vigorous 
efforts are exerted to develop them. Many places lack 
experienced personnel. On top of this, rural work is heavy, 
and there is so much else to do. 


The editorial suggests measures whereby these difficul- 
ties can be ironed out and the urgency of the demand is 
reiterated. The present plan of building up credit co-ops 
“should be made an important historic task which the leader- 
ship organs of the Party at all places should strive to 
achieve.” 


PROGRESS IN THAI AUTONOMOUS AREA | 


From the amount of publicity it gets on special oc- 
casions, it is clear that Peking considers the Thai Nationality 
Autonomous Area around Cheli (Yunchinghung) in the Hsi- 
Shuang-Pan-Na area of Yunnan one of the most important of 
the Communist “experimental areas,” as it undoubtedly is. 
The People’s Daily in Peking devoted a large part of its 
space to the statement of Vice-Chairman Tao Yu-liang on 
the occasion of the anniversary of the establishment of the 
autonomous area in January 1953. He said that when the 
Communists came the local Thais were economically back- 
ward and their culture had degenerated, while the population 
had fallen and they and other racial groups were in danger 
of dying out. It was in the spring of 1950 that the five-star 
Red Flag was planted on the south-western borderland and 
the Kuomintang remnants were annihilated by the People’s 
Liberation Forces. Since then the social order had been 
stabilised, and frontier defence and local unity had been 
consolidated. The All-Nationalities Unity Congress was held 
in January 1953, and elected the governing committee for 
the area and set up a people’s government. “Since then,”. 
he claimed “we have emerged from the role of enslavement 
and oppression to. become the master of our own place.” 
So far nearly 600 nationality cadres of all levels had been 
trained and slightly over half of the cadres in Government 
organs are now made up of local people, while the Thai 
language is used as an instrument for the exercise of 
autonomy. In the first two years a total of 14 conferences 
of representatives of all nationalities and circles, consulta-, 
tive conferences, government committee meetings and joint 
meetings of chairmen of the various areas as well as scores 
of technical conferences, were held. All kinds of construc- 
tion work were promoted. 


Under the previous regime “big nation Hanism” (Chinese 
imperialism) dominated all the tribes who also distrusted 
each other. This obstructed development but had now been 
changed. In the past, when a child cried in a rural village, 
his parents used to cow him with the warning “the Han 
people are coming.”” Now all look to the Chinese as the “big 
brothers”, and are most grateful to the Han people and the 
Han cadres for their fraternal help. 


Not long after the Thai autonomous area was created 
similar areas for the Kolang, Yao and Aini nationalities were 
established, while the government paid special attention to 
developing production and improving the livelihood of the 
people. In 1954 some 77,000 peasants of all nationalities 
were mobilised to build and repair nearly a thousand water 
ditches and more than 50 dams, or ponds. Agricultural 
loans of more than 2,000 million yuan (old currency) were 
issued, and 570 draught cattle lent, while implements for 
farming and hunting were imported. Many wild beasts such 
as tigers, leopards and bears were destroyed and wild boars, 
deer and monkeys caught. Agricultural technique was im- 
proved and the yield increases annually, notably in tea, rice 
and cotton. 

The Mekong (Lantsang) River witnessed the largest 
flood for a decade in 1954 and the two dams of Chinghung 
and Menghan were ravaged, but help was given to the local 
people to fight the disaster. Spring and early crops have 
been planted in the calamity-stricken areas. 

The Kunming-Talo Highway leading to Yunchinghung, 
capital of the autonomous area, was opened to traffic, bring- 
ing the whole area closer to Peking. For 40 years the 
people had been required to pay an annual contribution to 


ling 

to 

rds. 

the | 

but 

t it 

the 

000 

79 

ma- 

art 

ites 

ives 

and 

ntil 

da- 

to 

into 

the } 

the 

the 

of 

the | 

ing 

rol 

ce, 

ally 

ps, 

em 

and 

of 

red 

be 

or- 

on 

et- 

et- 

he 

are 

% 

he 

nd 

Fi- 

old 

st 

ms 

es- 

on 

e- 

his 

an 

al 

dd 

of 

en 

st 

on 

at 


106 


roads but there was never any good road to travel on and 
the people had never seen an automobile. Now the trip 
from Yunchinghung to Kunming, which used to take a month, 
can be done in three to five days. As soon as the highway 
was opened to traffic, State-owned industry and commerce 
developed by leaps and bounds. There are now in the area 
the State-owned China Tea Corporation, a tea-processing 
factory, an experimental tea plantation, and an _  experi- 
mental forestry farm. The State-owned Chingteh factory 
is also growing in size, and the State trading organizations 
have multiplied. In the old days it took 2,400 catties of 
seed cotton to barter for one sewing-machine. Now only 
9474 catties of cotton will carry the bargain through. 
Whereas it took four catties of rice to barter for one box 
of matches, now three catties of rice will bring 10 boxes of 
matches in return. (Three catties of rice in Hongkong 
would cost about $2 and ten boxes of matches 50 cents). 
Before one catty of salt could be obtained with one catty 
of tea, which now brings two catties of salt. 


Progress in cultural, educational and public health work 
is also well marked. Nearly all the schools in the area 
were suspended when the Communists took over. Now one 
junior normal and 41 primary schools are operating, health 
stations have increased and a nationality hospital is under 
construction. In some of the villages, before the liberation, 
deaths were three times the births. Since the liberation 
there has been a net population increase, together with an 
increase in cattle, water buffaloes and horses, as well as in 
_purchasing power. Many of the peasants wore no shoes in 


FAR EASTERN © 


ECONOMIC REVIEW 


the past. From January to October, 1954, the department 
stores in Yunchinghung sold over 11,000 bolts of piece goods, 
28,360 pairs of canvas rubber shoes, and 360 sewing 
machines, 


A special despatch from Kunming through the Com- 
munist news agency said that the Chingteh Factory in 
Yunchinghung began partial production in July last year, 
and a small thermal power plant came into operation to 
meet the need for electric lighting and rice hulling at the 
end of 1954. The brick and tile factory, founded early in 
1954, can now produce 100,000 bricks monthly to meet the 
need of building the administrative offices of the autonomous 
people’s government and the nationalities hospital. The 
new transport company was busily occupied in transporting 
construction materials and industrial goods, and the one-way 
traffic highway from Yunchinghung to Kasai, the largest 
market-place in the area, was formally opened on the eve 
of the anniversary of the autonomous area. 


The State organs in the area have been quadrupled 
and branches set up in various districts of the State trading 
company. In the larger towns, such as Yunchinghung, Menghai 
and Mengche, the general goods company set up new organs. 
Industrial goods marketed in the past two years have risen 
from 300 to 1200 varieties, while prices were reduced be- 
tween 20% and 60%, though the prices of tea and rice, the 
principal local products, were increased. The volume of 
rice purchased by the State in 1954 was ten times as much 
as in 1953. 


DEFECTS OF CHINESE STATE INDUSTRY 


Accidents to equipment and men frequently occur in 
State production and construction in China, due largely— 
but by no means solely—to the complete inexperience of 
the staff and workers. The proportion of skilled workers in 
all these undertakings is phenomenally low. Indeed no 
“capitalist” enterprise would ever run or be allowed to run 
unless the figures in China were completely reversed and 
there were as many skilled as there are unskilled in the new 
Chinese State enterprises. In his report on the management 
of State-owned industrial enterprises, Chia To-fu_ said he 
could not deny that the leadership and management lag 
behind the rapid development of industry and large-scale 
construction. The work is complicated and the Chinese staff 
lacked experience. Snags in planning and supply were, how- 
ever, largely blamed on “old China,” which never conducted 
serious surveys of the country’s abundant resources and 
bequeathed only meagre statistical and technical data to 
the People’s Government. But the chief trouble lay with 
_ the new and inexperienced staff. He cited figures to show 
the rapid expansion of output in industry, notably in coal, 
power petroleum, pig-iron, steel and rolled steel, cement, 
metal-cutting lathes, cotton yarn, paper, sugar, and cigarettes. 
The quality of the new products, too, he declared, had im- 
proved. Four ministries of industries planned trial manu- 
facture of over 1,000 kinds of new products in 1954, labour 
productivity was higher, and production cost slightly lower. 
The six ministries of industries had remitted to the State 
Treasury 20,000,000 million yuan (HK$2,900 million) and 
the sum was expected to reach 29,000,000 million yuan 
(HK$4,200 million). ‘Capital investments of these six minis- 
tries during 1953 were increased by 106% over 1952 and a 
further increase of 204% is expected this year. 


Geological surveys had been conducted since 1952 of 
210,000 square kilometres, and drilling was also substantial. 


Five ministries of industries fulfilled 52% of the annual 
plans in the first half of the year, and of the 116 light 
industries 86 more than met their targets. But many de- 
fects and problems still exist. Some units and enterprises 
stuck to out-of-date quotas or set aside socalled “reserves” 
so that they could easily over-fulfil their plans while cover- 
ing up their baekward and conservative side. Equilibrium 
between production and needs was not adequately investigated, 
co-ordination between the production departments and users 
was lacking, and dislocation had resulted between supply, 
production and marketing. Machine-tools, transformers, 
and electric motors are over-stocked, as were the drugs pro- 
duced by the five pharmaceutical plants of east China. 


Even in the Ministry of Heavy Industry, whose manage- 
ment is good, 30% of the enterprises regularly failed to 
fulfil their plans in an all-round manner. The breaking-up 
operations preceding the mining of coal and non-ferrous 
metals frequently lagged behind the mining of ores. For 
instance, in the first half of 1953 coal mines fulfilled only 
84% of the tunnelling plans. Numerous other defects were 
mentioned, including the tendency of units to recruit a large 
number of workers for shock work and then at other times 
to keep the workers idle when carrying out capital con- 
struction plans. These defects, said the Minister, must be 
remedied. He also stated that many products and engineer- 
ing projects which cannot stand a strict test are below 
the required standard. Of the 18 factories of the Paper- 
Making Bureau, for example, 13 of them failed the set per- 
centage of products up to standard; waste castings at the 
Mukden Mining Machine Plant reached 50% in April and 
stood at 40% in May this year. In the case of the Anshan 
Iron Smelting Plant, the percentage of first-grade pig-iron 
for steel refining was less than 87%. The types and standard 
of rolled steel now being produced are far from what is 
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required for national construction, while machines supplied 
at home are enough only to meet half the requirements, and 
in most cases are not large and precision ones. 


In the case of the six ministries of industries, 263 
major accidents to men occurred up to May, causing 296 
deaths. In the case of power plants under the Ministry of 
Fuel Industry, suspension of current supply occurred nearly 
2,400 times in the same period, causing a loss of nearly 3 
million kwt. Coagulation in some of the blast furnaces 
reduced output by 50,000 tons, while factories under the 
First Ministry of Machine Building suspended operations 
for 130,000 hours because of accidents to machines. 


The general position as regards organization of con- 
struction work is that the construction forces for building 
operations do not balance the construction forces for metal 
structure and installation work. For instance, the 43 State 
contractors in the North-east region had at their disposal 
100,000 workers in March this year, only 63% of whom were 
thrown into building operations, but a shortage was felt at 
the same time of 5,000 special types of workers such as 
rivetters, solderers, boiler-men and oxygen-solderers. Quality 
was often found to be inferior and much work had to be 
done again in construction. As an example, 32 of the 79 
bases of pillars built by the Ministry of Building Construc- 
tion for the heat and electric station of the First Auto- 
mobile Plant developed major or minor accidents. “All the 
above,” said the Minister, “give concentrated expression to 
the inadequacy of our technical forces, low level of tech- 
nique, and, in particular, many defects in our technical 
control.” Here again, directives and orders’ rather 
than technical guidance was given in regard to the 
remedying of these matters, but the Minister did say 
that the State demands of all industrial enterprises “not 
only fulfilment of State plans as regards quantity and 
quality but also fulfilment of State plans as regards financial 
work and production cost.” Financial and production cost 
management is given inadequate attention and waste is 
widespread and often serious. For instance one factory 
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producing rubber types of the same specification consumed 
three kilos more rubber than another plant. 


Another vexed question is the notorious scandal of 
excess staffs. Non-production personnel in the five minis- 
tries last year accounted for 15.2% early in the year and 
made a higher figure later on, even not counting employees 
temporarily employed. Of the 503 factories under these 
five ministries, 152 under the Ministry of Heavy Industry 
failed to fulfil production cost plans for half the 32 major 
products. In some enterprises materials were wasted and 
over-stocked to a very serious extent. “Low utilization of 
building machines and the machines of processing plants, 
poor maintenance and upkeep, and greater damage of ma- 
chines, plus big administrative machinery and long idleness 
of labour cannot but increase the building cost. Obviously, 
such a state of affairs runs counter to our State policy of 
accumulating funds and making proper use of them.” 


The principal method of overcoming this serious defect, 
said the Minister, is for industrial enterprises and construc- 
tion units to,educate their personnel, to establish the thought 
and system of strict Socialist economy, firmly to carry out 


‘the financial plans and budgetary and final accounts system, 


and to institute and perfect strict control over raw materials, 
labour power and administrative expenses. In particular, 
consumption quotas for principal raw materials, labour 
quotas, and defrayal of miscellaneous expenses should be 
subject to control. At the same time a system should be 
instituted under which production cost is correctly cal- 
culated. Etconomic activities should be regularly analysed, 
finished products actively marketed and idle supplies be dis- 
posed of in order to improve financial and production cost 
work and save State funds. 


As usual; the Minister brought in ideology and conceit 
as being fateful factors in all these defects, though he did 
give bureaucratism a share also of the blame. But there 
were few of such complaints when these same industries were 
being run by Japanese managers, engineers and technicians 
—and with much the same Chinese workers, 
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THE BRITISH PLASTICS 


The U.K. plastics industry, which in 1954 achieved a 
record output 25 per cent above that of 1953, is likely to 
maintain this rapid rate of advance throughout 1955. The 
demand for plastic materials, particularly for polythene, 
polyvinyl chloride and polystyrene—the three most success- 
ful thermoplastics—has never been higher. 


Supplies, especially of thermoplastics, are in many cases 
insufficient to meet the demand and there is little doubt that 
exports could be considerably higher than last year’s record 
of 70,000 tons valued at over £20 million if there were less 
pressure in the home market. Total production of plastics 
in the U.K. in 1954 approached a quarter of a million tons. 


For some time past the major development in the plastics 
industry has taken place in the thermoplastics field. The 
research work on these materials shows this quite definitely 
by the number of technical papers and patents which have 
been produced during the past few years. On the moulding 
side the number of injection moulding machines in the in- 
dustry increased in 1953 compared with 1952 by approxi- 
mately 10 per cent representing an increase in capacity of 
about 13 per cent. In spite of this increase in the pro- 
duction of thermoplastics materials, the demand has con- 
tinued to exceed the supply. 


In the thermosetting side of the industry, recovery has 
taken place from the recession of 1952 and although. cresol, 
one of the raw materials needed, may be in short supply, 
pheno! is available as an alternative. 


P.V.C. 


Total U.K. output of p.v.c. in 1955 is expected to be 
between 55,000 and 60,000 tons compared with about 40,000 
tons last year and 30,000 in 1953. Even so, it will probably 
not be possible to dispense entirely with imports, which 
were raised last year to approximately 8,000 tons in order 
to meet the huge Coal Board contract of 10,000 tons a year 


for the next 13 years to replace rubber for conveyor belting 
in the mines. 


I.C.I. is the largest producer of p.v.c. in the U.K. with 
an annual capacity at present of 30,000 tons. Work has 
now started on new plant at Hillhouse which will increase 
this figure by stages to 40,000—45,000 tons over a period 
of about 18 months. 


Further plant, which Will raise total capacity consider- 
ably higher still is now in the design stage. It is expected 
that all these extensions will be in operation by the end of 
1958. 


There are two other producers of p.v.c. in the United 
Kingdom—British Geon, a subsidiary of the Distillers Com- 
pany, and Bakelite in which Union Carbide and Carbon, the 
U.S. chemical group, has a substantial shareholding. 


British Geon’s development programme will raise the 
company’s p.v.c. capacity from 15,000 to 27,000 tons per 
annum very shortly and Bakelite has increased its capacity 
to 5,000 tons annually. 


POLYTHENE 


Demand for polythene, particularly in the form of 
domestic mouldings, continues to exceed the most optimistic 
expectations which even I.C.I., the sole U.K. producer, has 
entertained for it. Rather less than half the output of 
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polythene granules is exported. One-third of polythene 
production goes into cables. The biggest single contract of 
1954, for 1,350 tons, worth £600,000 was for. the new 
trans-atlantic telephone cable. Packaging requirements 
alone, either as paper-carried or totally unsupported film, will 
no doubt increase the current demand which, in the United 
Kingdom, is assessed at 30 per cent of the total polythene 
production compared with 40 per cent in the United States. 


Extensions to the I.C.I. Wilton plant will make some 
30,000 to 35,000 tons of polythene available in 1955, rising 
to an annual rate of over 55,000 tons in two years’ time. 


By the time present building programmes have been 
completed some 15 plants in various countries—nine of them 
in the U.S.A.—will have been licensed by LCI. to make 
polythene and by the end of the year world production will 
have reached an annual rate of 220,000 tons. 


A German professor in Essen—Professor K. Ziegler— 
has recently applied for several British and foreign patents 
for a new method of producing polythene under low pres- 
sure. Petrochemicals Ltd, recently acquired by Shell 
Chemicals for £5 millions, has secured an exclusive licence 
for exploiting this process in the U.K. 


POLYSTYRENE 


Output of polystyrene is also expected to rise sharply 
again this year to around 30,000 tons, compared with 20,000 
tons last year and 16,000 tons in 1953. The biggest single 
increase in final consumption of polystyrene this year has 
probably come from the refrigeration industry, where the 
good low temperature properties of this material have led to 
its widespread employment for interior linings and ice-trays 
etc. 


Monsanto and Distillers are in the position of having 
between them two-thirds in the only styrene monomer plant 
in the U.K.—that of Forth Chemicals, at Grangemouth. The 
capacity of this plant is being doubled to about 20,000 tons/ 
year, it is believed. 


OTHER PRODUCTS 


Polymethyl methacrylate, which is made by I.C.I. alone 
and sold under the trade names “Perspex” and “Diakon”, 
has enjoyed a very satisfactory period, partly because of 
the sale of between 1 and 14 million “Diakon”’ reflectors 
for cars. Total production is nevertheless not more than 
about one-fifth of the p.v.c. level. 


In July, LC.I. will bring into operation a new “Perspex” 
plant extension at Wilton which will increase the capacity 
by 2,250 tons/year. 


Production of other older materials such as cellulose 
acetate and casein is holding firm, the variations on 1953 


being not more than a few hundred tons, 


Within the next two years there will be three synthetic 
rubber plants operating in the U.K. I.C.I. will have a 10,000 
tons/year plant and Monsanto and Dunlop a 4,000 tons/year 


‘plant each. 


The two chief materials for synthetic rubber are styrene 
and butadiene. At present I.C.I. produces butadiene from 
its oil-cracking plant at Wilton, and Monsanto, styrene mono- 
mer at the Forth Chemicals plant at Grangemouth. I.C.I, 
produces no styrene and Monsanto no butadiene, while 
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ECONOMIC REVIEW OF CONTINENTAL 
SOUTH EAST ASIA 


BURMA 


“Remaining Friends With China 


The return journey from the Afro-Asian conference at 
Bandung in April brought China’s Premier Chou En-lai by 
way of Rangoon, and thus gave U Nu the opportunity of 
another chat with his powerful eastern neighbour. The 
exact nature of the talks is not known, but it is certain that 
the ‘general subjects’ discussed included a review both of 
relations between their two countries and an exchange of 
views on far eastern matters. This was certainly to 
Burma’s liking, as well as China’s, for an important feature 
of its middle-of-the-road policy is to remain on good 
terms with China. 


Peking is very much aware of this, and of Burma’s need 
of materials for its development schemes and markets for 
rice and other products. The cultural and economic agree- 
ments made between them last winter have now been 
elaborated, and on March 28th three trade contractS were 


Dunlop has neither. In this situation, the plastics industry 
is awaiting developments with the keenest interest. 


Another plastic material which is still in its infancy, 
but on which much development work is being done is polye- 
thylene terephthalate film, made from the same materials as 
“Terylene” polyester fibre. 

I.C.I. is at present the only company producing this 
film, to which it has given the trade name “Melinex”, in de- 
velopment quantities. It is very strong, having twice the 
tensile strength of the strongest plastic material yet dis- 
covered and has been produced experimentally at one-tenth 
of the thickness of polythene film. As film sells by area 
rather than by weight, this is an important factor. 

LCI. have recently started work on a plant for the 
production of polytetrafluoroethylene (p.t.f.e.) at Hillhouse 
—the first in the U.K. P.t.f.e. which I.C.I. has been produc- 
ing only in development quantities (of about 20 tons an- 


nually) is a plastic material of considerable technical im- 


portance in that it is the most chemically inert organic 
material known. It has a number of specialised uses, parti- 
cularly in the radio industry and for rocket projectiles. 

The I.C.I. plant should produce 100 tons in 1956 and 
20C tons in 1957. These are relatively small figures but 
p.t.f.e. is an extremely high-grade material and is very ex- 
pensive to produce—certain parts of the new plant are 
to be made of platinum to provide against corrosion. 

A new class of plastic materials, Shell’s “Epikote” re- 
sins, are now being produced in the U.K. - These products 
are based partially on petroleum chemicals, as are also the 
polyester types of resins, which employ petroleum-based 
gylcols in their manufacture. 

British Oxygen Co. operate the only plant in Great 


Britain at the moment capable of producing polyvinyl! acetate 


from its raw materials—acetylene and acetic acid—at the 
Chester-le-Street plant of their Chemicals Division. 

However, Hedon Chemicals—a new company formed by 
Distillers and Shawinigan Chemicals—are to undertake the 
manufacture of vinyl acetate and work has started on the 
construction of the plant at Salt End, Hull. 


signed in Peking between China on the one hand—the 


Ministry of Foreign Trade, the China National Metals and 
Electrical Export Corporation, the China National Sundries 
Export Corporation, and the China National Silk Corpora- 
tion—and the Burmese Government’s Purchasing Mission 
on the other. These contracts provide for the supply of 
steel materials, steel plate, iron pipes, newsprint, glass, 
woollen blankets, sanitary equipment, glazed tiles,- hospital 
beds and silk and other items worth $5.3 million; and others 
may follow, for China’s recent purchase of 150,000 tons of 
rice, worth $16.8 million, will leave Burma with a $11.5 
million credit balance. 

Other reports say that textile machinery is also to be 
included and that Burma has asked Chinese technicians to 
report on the types of machinery best suited to local con- 
ditions. The Burmese were apparently quite impressed with 
China’s price quotations. 


Further Trade With The East 


Machinery and equipment are also likely to come in 
from the iron curtain countries. As a consequence of the 
trade and payments agreement made with Czechoslovakia, 
the Ministry of Trade Development has invited applications 
from importers to import from that country hardware, build- 
ing materials, cement, textiles, machinery, motor vehicles, 
tractors, bicycles, sewing machines, woollen blankets, electri- 
cal equipment and radios. The mission to E. Europe has 
also led to the conclusion of a similar pact with East Ger- 
many, providing for the exchange of spices, cotton, rubber, 
oils, silver and wolfram for machinery, machine tools and 
optical instruments. And no doubt there will be other 
similar arrangements with iron curtain countries, for Burma’s 
uncomfortable balance-of-payments situation is leading it to 
rely increasingly on bilateral deals, which they particularly 
favour, and Russia and its satellites are showing a growing 
interest in the needs of Burma and other underdeveloped 
countries. 


U Nu’s ‘Western’ Tour 


But Burma’s foreign policy is_ strictly neutralist. 
“Friends with all but tied to none”, is its theme. Some ob- 
servers see a determination to make clear this independence 
in U Nu’s visit to Israel last month, for his decision to avoid 
Cairo and stop at Jerusalem instead appears as a counter- 
weight to the sympathy the Chinese gave to Arab countries 
at Bandung. From Israel, U Nu went on to pay a return 
visit to Yugoslavia and from there spent a week in the United 


| 


The above review was compiled by The Economist 
Intelligence Unit, and Copyright is reserved. 


Quarterly reports on practically all countries of the 
world are available. Annual subscription fee is HK$160 
with substantial discounts for multiple subscriptions to 
the Quarterly Reports. Orders may be placed with either 
The Economist Intelligence Unit, 22 Ryder Street, Lon- 
don, S.W. 1; or with the Hongkong representative, Eric 
E. Halpern, 322 Queen’s Building, Hongkong. 
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Kingdom until 23rd of Jume when he was due to leave for 
the United States. This month should therefore have given 
him plenty of opportunity for putting his views to the 
western powers. 


Kyat Still In Danger 


Meanwhile, there has been a further deterioration in 
the external financial position. The official reserves of gold 
and foreign exchange, which stood at $129.2 million at the 
end of November, fell by another $5.3 million by the end 
of the year and then declined further to $118.6 million in 
January. 


The balance-of-payments figures show the reason why. 
Imports in 1954 cost K119.4 million more than in 1953, 
whilst export receipts increased by only half that amount, 
and the deficit on government transactions was K61.2 million 
higher. There was therefore an overall deficit of K21.5 mil- 
lion on current account, instead of a K85.7 million surplus 
as in 1953. 


Foreign Trade and Payments Balance 
(Kyats Million) 


1953 1954 
Balance on Government account .......... —1111.8 —~173.0 
Transport and other services ............ — 20.9 — 24.9 
Total balance on current account ...... 85.7 — 21.5 


This has led to further rumours of devaluation, and 
although this has been firmly denied by the authorities, who 
claim that the currency is adequately backed, many traders 
feel] it cannot be far off. The situation is serious, but hardly 


serious enough for the authorities to contemplate so drastic 


a measure. 


Further Clarification Of Import Licences 


The currency’s future depends on how successful the 
authorities are in confining imports to essentials. The last 
report described the reduction of 50 per cent in the value 
of import licences and the restriction of the coverage of open 
general licences that went into effect in March. The -.Minis- 
ter of Trade Development has since warned that trade may 
have to be switched to countries willing to taking Burma’s 
exports, and that importers may have to become accustomed 
to accepting their goods, even if of lower quality, and for- 
going familiar brands. Traders are not taking to these 
changes and limitations easily and are likely to maintain 
pressure for some relaxations. When the 50 per cent cut 
was made three months ago, the authorities had to avert a 
panic by exempting dollar goods and reintroducing a limited 
Open General Licence. But there is little prospect of any 
material change in the restrictions, except for essential 
materials. Consumer goods and inessentials are likely to 
remain very closely controlled. 


The list of goods which may be imported under open 
general licence from countries outside the dollar area and 
Communist China has now been published in full. The 35 
items included are: 


Cotton sewing thread, Chemicals, Drugs, Raw medicines, Coa] tar dyes, 
Newsprint, Printers’ ink, Nails, Sewing needles, Sewing machine parts, 
Agricultural implements, Machinery parts, Pumping machine parts, Welding 
machine parts, Boiler parts and accessories, Scientific, surgical and optical 
instruments, School stationery, Vehicle and cycle parts and accessories, 
Artisans’ tools, Vegetable and flower seeds, excluding oil, Printed forms, 
Calendars etc. for advertisement, Coal, coke and patent fuels, Mineral 
oils, Kerosene, Lubricating oil, Motor spirit, Newspapers, periodicals and 
books, ‘Tortoise shells, Unmanufactured ivory, Petrolatum, Plastic mould- 
ing powders, Industrial diamond borts, Mowah oil, Groundnut oil. 


Milk foods for infants and invalids (except condensed, powdered or 
preserved milk) dry fish and prawns and sesamum and refused coconut 
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oils, formerly on Open General Licence, may now be brought in under 
licences for ‘Foodstuffs’. 


Specific licences for ‘General Hardware Goods’ will be issued for the 
following: 


Hardware and cutlery, Polishes and compositions, Methylated spirit, 
Brushes and brooms, Oj] cloth, leather cloth and floor coverings, Tarpaulins 
and canvas, Instruments and apparatus, Pipes and hoses of rubber, plastic 
or canvas, Cotton yarn waste, Coir yarn and fibre, Rubber goods, Camp-cots 
and holdalls, Plastic sheeting, Iron or steel nails and washers, Iron or steel] 
sheets, Building materials, Iron or steel fencing material, Iron or steel 
tubes and pipes, Paints, colours and painters’ materials, Pitch and tar, 
Asphalt, Base metals, ores, iron and steel manufactures and non-ferrous 
base metals except aluminium not for use in local manufacture, Brass manu- 
factures formerly classified as hardware under old tariff. 


Most cotton, silk, art silk, woollen and mixture fabrics may be ime 
ported under licences for textiles, together with wool and jute carpets and 
rugs, lace embroidery and ribbons, apparel, socks, stockings and other 
knitwear except cotton vests, household linen and knitting wool. 


All import licences due to expire before 30th September will now re- 
main valid until that date. 


Internal Prices Lower, But Inflationary Dangers Remain 


The cost of living declined quite sharply in the last 
four months of last year, to an index of 95 (1948 = 100) 
or five points lower than a year earlier. And the money 
supply, though higher than in the comparable period of 1953, 
also fell. The internal economy, however, remains far from 
balanced and inflationary tendencies may well reappear as 
the effect of lower imports on the local supply of goods 
begins to be felt; indeed import prices are reported to be 
rising already. : 


Continued Rice Surplus 


But the difficulty of selling rice remains the basic pro- 
blem. Exports have been moving faster, but only as a 
result of lower prices. 400,000 tons are estimated to have 
been shipped in the first quarter of the year, against 317,800 
tons in the comparable period of 1954. But they have not 
been going quickly enough and an uncomfortably large part 
of this year’s supplies remains uncommitted so far. Eastern 
Europe has come into the market again, Czechoslovakia, 
Hungary, East Germany and Poland having bought 170,000 
tons in exchange for engineering products. And a tentative 
agreement has been made with the Philippines for the ex- 
change of 20,000 tons of rice for an equal amount of sugar. 
These sales bring this year’s total commitments so far to 
between 1.4 and 1.5 million tons. The exportable surplus 
from the 1954-55 crop on the other hand has been revised 
upwards by 100,000 tons to 1.7 million tons and only about 
50,000 tons of last year’s carryover of 450,000 tons have 
been disposed of. There may therefore be a surplus of 
between 500,000 and 600,000 tons remaining unsold at the 
end of the year, even allowing for possible sales of some 
100,000 tons for industrial and feed uses. 


Tentative Rice Balance 1955 
(000 long tons) 


Total availabilities 


Expected sales: 
1400-1490 
1500-1590 
Possible carryover inte 1966 510-600 
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Teak and Rubber Exports 


The continued difficulties in the rice trade may cause 
more emphasis to be placed on Burma’s rubber exports. Teak 
has been selling well at high prices but insufficient quantities 
have been coming forward. Rubber exports have begun to 
benefit from the strengthening of the market for that com- 
modity, and. a rise in shipments in the closing months of 
1954 caused the year’s total to rise to 12,155 tons, or 1,852 
tons over the previous year’s figure. In the first quarter 
of 1955, 5,057 tons were exported, compared with 4,083 tons 
a year ago. 


Encouraging Foreign Investors 


Practical steps are now being taken to attract the 
foreign capital on which Burma must depend to finance its 
ambitious development schemes. Already the burden is 
immense, and the worsening of the foreign currency crisis 
makes the securing of overseas finance more urgent still. 
The government has now stated it will guarantee that no 
industry set up by foreign firms will be nationalised for a 
period of at least 10 years and that regular remittances 
of earnings would be allowed. 


THAILAND 


Local Business Still Depressed 


There has been little improvement during the past 
quarter in internal business conditions. Although the im- 
provement in rubber prices and shipments has continued to 
increase commercial activity in the southern part of the 
country, the outlook remains generally dull and confidence is 
lacking. Falling rice prices have more than offset the recent 
rise in the actual quantity shipped and purchasing power 
continues to suffer. Money and credit are still generally 
tight. 

A prime influence on internal business has been the 
frequent changes in the government’s trade policy. The 
rush to import before restrictions were imposed led _ to 
overbuying, and since internal purchasing power had fallen, 
merchants were left with heavy stocks which have not yet 
been cleared. 


Import Controls Beginning To Work 


Import control now appears to be having some effect. 
After falling steadily for over eighteen months, the foreign 
currency reserves began to turn upwards from last July 
onwards and by February 1955 had reached $171 million, 
the highest level since the end of 1953. The value of im- 
ports in the final quarter of last year was Baht 1,564 million, 
compared with Baht 1,796 million in July-September, Baht 
1,801 million in March-June, and Baht 1,815 million during 
the last three months of 1953. 


The effect of import control is also shown by the fact 


that internal prices after falling for most of last year, began 
to turn upwards from December onwards. In February, the 
cost of living (base 1948 = 100) reached 138, or about the 
level of last mid-summer. And a further rise is probable, if 
imports are kept down and stocks worked off. 


Minor Relaxation in Import Control 


Local traders jump at the slightest indication of an 
improvement in the trade balance and claim that it justifies 
a relaxation of controls on imports. The authorities, how- 
ever, are at present likely to do this only on a small scale. 
Thus eight items—skimmed milk, biscuits, tomato paste, fats 
ice cream powder, jams, 
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parasols and paper money for use at religious festivals— 
were removed from the list of prohibited goods in April. 


Trade Deficit Still Large 


; No general relaxation is likely unless the trade position 
improves substantially and that is not likely yet. Revised 
figures for last year’s trade show that, whilst imports cost 
Baht 195 million more than in 1953, exports were nearly 
Baht 500 million lower, leaving an adverse balance twice as 
big as in 1953. 


Balance of Trade 
(Baht million) 


1953 1954 


Rice Exports Recover, But Prices Lower . 


The rice trade got off “to a good start this year and 
exports in the first three months were 315,800 tons, or 82,000 
tons more than last year, and March shipments of 160,200 
tons gave the highest monthly figure for four years. The 
greatest increases were seen in shipments to British Far 
Eastern territories, especially Malaya. Purchases by Japan, 
the other main buyer, were relatively unchanged for the 
quarter as a whole, although they increased sharply in 
March. 

Destination of Rice Exports 
(7000 long tons) 
January—March 


1953 1954 


The sale to Japan of a further 70,000 tons was reported 
early in April, with shipment expected during that month. 
A local company is believed to have undertaken to export 
10,000 tons to the Philippines in exchange for 13,330 tons 
of sugar, and there are hopes of further sales to that 
country. 

Increased shipments, however, do not mean correspond- 
ingly higher earnings, for prices are lower than last year. 
Better qualities have been a little firmer, as a result of im- 
proved demand, but quotations for White Rice 5.7 per cent, 
at £58 per metric ton at the end of May, were neverthe- 
less some £5 lower than in December and £12 lower than 
a year ago. 


More Rubber and Brighter Prospects 


Rubber exports have also continued to increase. Follow- 
ing last year’s record total of 116,701 tons, 34,284 tons were 
shipped in the first three months of the year, against 30,383 
tons in the first quarter last year. And prices have streng- 
thened considerably; spot quotations for No.°1 RSS are 
currently in the region of 2/9d a lb, 7d more than at the 
time of the last report, and the highest since March 1952. 


This has been partly due to a shortage of nearby rubber 
in the Far East, aggravated by labour troubles at Singapore 
Harbour, but also to a return of Russia into the market 
after an absence of more than two years. The current 
tightness is a temporary feature, and as more rubber comes 
forward prices are certain to ease at least a penny or two. 
But, although naturally difficult to predict, Russia’s purehases 
are expected to continue for some time perhaps involving 
important quantities, and this could dispose of the small 
world surplus of rubber expected this year. The Interna- 
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tional Rubber Study Group expects a near balance between 
production and consumption. Production is forecast at 
1,845,000 tons and consumption at 1,830,000 tons, leaving 
a surplus of only 15,000 tons, or less than half last year’s 
figure. World consumption got away to a good start in 
the first four months of the year, totalling 620,000 tons, or 
50,000 tons less than was produced and there are good 
prespects of its continuing on a high level, especially since 
the threatened strike in the American motor industry has 
been averted. 


Tin Outlook More Hopeful 


The world is using more tin too, and the buoyant pace 
to business in the USA, where a third of the total goes, 
points to a continued increase. Although world production 
is rising there is little likelihood of a burdensome surplus 
this year for, whilst the International Tin Agreement is not 
yet operating, US stockpiling requirements, which have taken 
care of the excess in the past, are likely to increase. The 
Texas City Smelter, which supplies the stockpile, is to be 
kept going until June next year and the contract with Indo- 
nesia for tin to feed it has been extended for three months 
and may well be prolonged still further. The price of tin 
should therefore remain in the region of £275—£730. 


This is good news for Thailand where tin production 
has recovered a little from 2,219 tons in January-March 1954 
to 2,400 tons this year. 


Relations With Japan 


One of the principal factors in improving output is 
capital. Help is coming from Japan, which seems to be 
particularly interested in developing Thai mines as a source 
of supply for its own.«industries. Recently exploitation of 
tin mines in Southern Thailand was begun by two companies 
in the Mitsubishi group, in a joint Thai-Japanese enterprise. 
These two firms’ will supply 49 per cent of the capital as 
well as machinery and equipment. 


Japan also plans to send a mission to examine the 
possibility of helping with other aspects of Thailand’s deve- 
lopment—particularly manufacturing industry. 


Meanwhile agreement has been reached on the payment 
of compensation to Thailand for facilities it gave Japan 
during the war. $41.7 million, or a ninth of Thailand’s 
original claim, will be paid over a five year period, $15 mil- 
lion in sterling and $26.7 million in goods and services. 


_ These sums should help to strengthen Japan’s foothold 
in this market. At just over $3 million dollars in each of 
the 5 years contemplated, they amount to almost half the 
value of its annual exports there. Its position is already 
very firm. Japan was the main supplier of cotton textiles, 
iron and steel and railway vehicles in 1953 and 1954, and,, 
during the first two months of 1955, led the field in chemicals, 
machinery, electrical equipment, and was second only to UK 
in the supply of road vehicles and aircraft. 


More US Support 


The demand for capital equipment should increase as 
Thailand’s economic development proceeds. One of the 
latest schemes in the news is a comprehensive plan for 
modernising the railways, including replacement of the track 
and construction of two new routes from Udorn Thani to 
Nongkhai and from Nong Pladuk to Suphanbur. Work is 
due to start shortly and several tenders for rails and 
waggons have already been issued. The US Foreign Opera- 
tions Administration is believed to have made $24.7 million 
available for the purchase of the following items: 


FAR EASTERN 


ECONOMIC REVIEW 


Value 

($°000) 
Chemicals and chemical preparations .............-eceeee- 860 
Medical and pharmaceutical preparations ..............eee05 760 
Pulp, puper and paper products 750 
Trom and steel mill menteriale cc 1,000 
Electric generators and motors and parts .........eceeeeees 750 
Construction, mining and conveying equipment and parts .. 500 
Agricultural equipment and parts 250 
Motor vehicles, engines and partS .......sceceseeeeeeeeeeee 3,000 
Industrial machinery and parts 1,000 
Rubber productS 500 
Iron and steel manufactures 500 


Looking For Foreign Capital 


Thailand is also looking for financial help from sources 
other than the US government. In April, a special mission 
left Bangkok on a visit to UK and other European countries, 
the USA and Japan to encourage foreign investment, parti- 
cularly in iron, tin and lead smelting, chemical production 
and in the exploitation of oil and lignite. 


INDOCHINA 


Political Confusion Grows in Viet Nam 


It is now almost six months since Viet Nam, Cambodia 
and Laos achieved independence from France and from each 
other, and nearly a year since the Geneva Agreement which 
ended the war and led to the partitioning of Viet Nam. And 
yet for all three states, particularly Viet Nam, the outlook 
is as unsettled as ever. With talks due to be held with the 
Communist Viet ‘Min, about the all-Viet Nam elections that 
must be held by July 1956, the southern half of Viet Nam 
is embroiled in civil war and political indecision which are 
lowering the stock of the southern regime in the eyes of the 
people and increasing the threat of its absorption by the 
communists after the polls. And that could be the thin end 
of the wedge into the rest of South East Asia. 


The fighting in the Saigon area is between the govern- 
men forces and the private armies of the two politico- 
religious groups known as Hoa Hao and Cao Dai, and a 
rebel organisation, Binh Xuyen. The Prime Minister, Ngo 
Diem in turn has quarrelled with the absent Chief of State, 
Bao Dai, denying his continued authority, spurning his last 
minute offer to help restore order and forming a new govern- 
ment without the Emperor’s approval. And pressure against 
Bao Dai has come from other quarters—from the “revolu- 
tionary committee” in Saigon, and from a council of his 
own imperial family which claims to have dismissed him. 
These developments are further confused by the fact that 
France and the USA do not see eye to eye over their policies 
towards Viet Nam. Washington supports Mr. Diem, whilst 
Paris does not, and the closer trade and economic relations 
France is seeking with Ho Chi Minh’s regime are naturally 
not meeting with American favour. 


Economic Conditions in South Viet Nam. 


It is against this background that Viet Nam is trying 
to strengthen its economy and deal with the problems of 
independence and peace. One of the biggest legacies of the 
war is the resettlement of the 500,000-odd refugees, who 
need food, accommodation and a livelihood. In addition to 
its two year development scheme, covering transport, com- 
munications, public administration and agriculture, which is 
new in operation, the government began in March a large 
scale land reform programme designed to raise the ‘country’s 
living standards. This plan aims to formalise. relations be- 
tween landlord and tenant, limit annual rents to a maximum 
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ECONOMIC REPORTS FROM THAILAND 


Surplus Rice 


Recently the United States Government sent an econo- 
mic delegation to Thailand to discuss the world rice situa- 
tion with Thai Officials. The main topic concerned the dis- 
posal of U.S. surplus rice. At present there is a large 
surplus of rice in the United States as a result of increased 
production after the war. At that time there was a shortage 
of rice throughout the world and consequently the rice 
growers in the United States expanded their production. 
Now the U.S. Government is considering the possibility of 
disposing some of its surplus rice in the Asian market. Since 
the U.S. is well aware of the economic importance of rice 
to the rice exporting countries in Asia, it wishes to dispose 
of its surplus rice in such a way that it will not result in 
material injury to friendly countries that normally export 
rice. In the case of Thailand, the U.S. could sell some of 
its surplus rice to Cambodia and Laos without seriously 
affecting Thailand economy because Cambodia and Laos are 
not traditional customers of Thai rice.. Thailand would 
undoubtedly develop a market for its rice in Laos or Cam- 
bodia in due course if the U.S. will hesitate to supply these 
two states with its surplus rice. 


Thailand need to develop new markets as time goes on. 
It cannot depend on its traditional markets forever, for most 
of the rice importing countries are growing more rice for 
domestic consumption and consequently they will import less 


of 25 per cent of the crop, and bring over half a million 
hectares of arable but fallow land back into cultivation again 
by the 1955-56 season. 


‘The fighting has naturally unsettled business and the 
prospect of a gradual withdrawal of the French Expedi- 
tionary Force, whose spending has long been good for trade, 
is having a similar effect. But economic conditions have 
improved in some respects. Foreign trade has increased— 
exports last year, including those of Cambodia and Laos, 
were in the neighbourhood of Piastres 3,434 million ($98 
million), and imports Piastres 11,985 million ($342 million). 
After rising sharply last year, rice shipments in the first two 
months of 1955 were running at rather less than half the 
comparable 1954 level, but prices have tended to harden. 
And exports of rubber rose from 12,210 tons to 12,494 tons 
between the same two periods. The cost of living, though 
appreciably higher than in the previous year, levelled off at 
209 (1948 = 100) during the final quarter of last year; 
and it may be that the end of the war and the fall in spend- 
ing by foreign troops may bring to an end Viet Nam’s 
persistent inflation. 


The Changing Trade Pattern 


Another notable development in recent months is that 
Viet Nam’s trade is becoming less dependent on France. 
French exports to Viet Nam averaged $19 million a month 
in 1954, or $3 million less than in 1953, and accounted for 
71 per cent of Viet Nam’s imports against 79 per cent, and 
this trend continued in the first two months of the current 
year. This is inevitable now that Viet Nam is independent, 
and is given impetus by two factors—the falling off in 
Expeditionary Corps expenses, which have hitherto filled the 
huge gap in Viet Nam’s trade with France, and the agree- 
ment made with France last December, for American dollar 
aid to be made to Viet Nam directly instead of via France— 
that is, in dollars instead of francs. With dollars in their 
pockets, the Viet Namese will be turning to USA and else- 
where for their imports. 


rice. The present surplus of rice is not due to overproduc- 
tion but it is the result of under-consumption. A _ better 
distributing system would not solve the problem of under- 
consumption because under-consumption is the result of lack 
of purchasing power of the public at large. Purchasing 
power can be increased only by more even distribution of 
income. To increase the level of consumption, the public 
must first have an increase of income. Therefore the pro- 
blems that confront the U.S. and other Asian rice exporting 
countries are difficult to solve. -¢ 


Multiple Exchange Rates 


Thailand’s multiple exchange rates came into existence 
early in 1947. Before that time foreign exchange proceeds 
from exportation and other transactions had to be surren- 
dered to the Bank of Thailand at the official rate, which was 


. fixed at 40 baht to one pound sterling and 9.925 baht to 


one dollar. Such foreign exchange proceeds were then al- 
located to importers of necessities and scarce goods. This 
system of exchange control proved to be a failure. The 
government then relaxed exchange control and introduced 
a multiple exchange rate system. Only foreign exchange 
earnings from the export of rice, tin, rubber and teak had 
to be surrendered to the Bank of Thailand. Exporters of 
other commodities could freely utilize or dispose of their 
exchange proceeds. On the import side, the Bank of Thai- 
land supplied foreign exchange at the official rate only for 
the requirements of the government and government con- 
trolled enterprises, for importation of petroleum products 
and a few other goods specified in the “first priorities” list 
of imports, and for the expenses of Thai students abroad. 
Importers of other goods had to obtain foreign exchange in 
the free market. Beginning March 1947, the commercial 
banks authorized to deal in foreign exchange were permitted 
to buy, sell and transfer foreign exchange without restric- 
tion. The legalization of the black market and the require- ~ 
ments of surrender of foreign exchange proceeds from cer- 
tain export commodities at the official rate had given rise, 
to the system of multiple exchange rates. | 


Thailand’s multiple exchange rates system consists of 
the following rates: 


1. Official Rate. The official rate of 40 baht to one 
pound and 9.925 baht to one dollar remained in effect until 
September 26, 1949. Following the devaluation of pound 
sterling, the official rate was altered to 35 baht to one 
pound and 12.50 baht to one dollar. At present exporters 
of rice, tin and rubber have to surrender part of their ex- 
change proceeds to the Bank of Thailand at the official rate. 


2. Thai-Japan Trade Rate. This rate applies to ex- 
ports, imports and remittances transacted under Thai-Japan 
Open Account Agreement. The rate is fixed in terms of 
dollar by the Bank of Thailand every fortnight. As the 
Thai-Japan trade rate is a little lower than the market rate, 
importers of Japanese goods have a little advantage over 
importers of goods from other countries. 


3. Import Preferential Rate. Importers of specified 
essential commodities could obtain foreign exchange from 
the Bank of Thailand at import preferential rate which 
was fixed at 45 baht to one pound and 16.75 baht to one 
dollar. The use of preferential exchange rate was to bring 
down the prices of essential imports with a view to lowering 
the cost of living. Owing to the decline in foreign exchange 
earnings, import commodity groups eligible for preferential 
exchange rate financing were reduced from 19 to 4 in March 
and to 2 (milk and medicines) in June 1954. By the end 
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of January 1955, no foreign exchange was made available 
at import preferential rate. 


4. Bank of Thailand’s Selling Rate. The Bank of 
Thailand has been supplying sterling and dollars to com- 
mercial banks for re-sale to importers at rates slightly 
below the free market rates. Since May 3, 1954, the Bank 
of Thailand’s market selling rate has stood at 58 baht to 
one pound and 20.72 baht to one dollar. 


5. Free Market Rate. The rate at which commercial 
banks buy and sell foreign exchange. The free market rate 
is determined by market forces and is indicative of market 
conditions. At present foreign exchange has to be obtained 
at the free market rates for all kinds of imports. 


Industrial Notes 


Japanese industrialists submitted plans to the Thai 
Government for small factories—including weaving, gunny 
bag, sugar, and electric wiring manufacture—which they 
want to establish in Thailand. 


The Council of Ministers approved borrowing six million 
pounds sterling from the British Board of Trade for financing 
a project of extension of electricity of avery amphur in 
Thailand by 1957. 


Marshal Phin Chunhawan reported a plan to consider 
what each province should grow or manufacture in order 
to be of utmost benefit to itself and the nation. The Cabinet 
approved the plan. 


The Export-Import Bank of Washington has agreed to 
lend $1,250,000 to the Siam Cement Company, Ltd., to assist 
in the purchase in the United States of one 4,000-kilowatt 
steam generating unit and one 900 kilowatt diesel genera- 
ting unit. The loan will be repayable in U.S. dollars in 20 
semi-annual instalments, the first due July 1, 1957. The 
interest rate will be 54%. 


National Pawnshops 


The Public Welfare Department opened two national 
pawnshops. Since the national pawnshops opened in Bang- 
kok and Thonburi, many clients have passed through their 
doors. One of the clients was Phya Thonavanik, former 
Minister of Finance and currently chairman of the Port 
Authority, who organized the pawnshops. He took a coat 
and trousers and pawned them. The pawnshops are draw- 
ing clients away from Chinese pawnshops in Bangkok and 
Thonburi with offer of better terms for the loans. They 
charge four-months interest of two percent for loans up to 
80 baht and of 1.25 baht for loans above 80 baht. They do 
not charge for “storage” of the goods pawned, as the Chinese 
shops do. Each shop has one million baht initial operating 
capital. 


Communication Plan 


The Cabinet approved a plan for improvement or— 
where they do not already exist—establishing of telegraphic 
and: radio telephone communications with the other SEATO 
member nations. The plan was drawn up by the Post and 
Telegraph Department of the Ministry of Communications. 
The telegraphic and radio telephone facilities are to be main- 
tained on a 24 hour-a-day basis with the United States, the 
United Kingdom, the Philippines, Australia, New Zealand, 
Pakistan and France. New equipment will cost 54 million 
baht. More technicians will also have to be engaged. 


Aid Thai Merchants 


A bill to encourage and help Thais to become shop- 
keepers and merchants, to limit the number of shops in 
certain areas and on certain streets, and to protect mer- 
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chants by not letting too many sell the same things, has 
been jointly drafted by the Ministry of Economic Affairs 
and the Ministry of Interior. An Opposition member of the 
National Assembly is drafting a similar bill to promote 
business by Thai businessmen and to require alien merchants 
having control of business in a province to let Thai mer- 
chants engage in business there. 


Farmers’ Bank 


The Minister of Agriculture, Marshal Phin Chunhawan, 
is to set up a farmers’ bank to help all farmers who are 
not members of cooperatives. It will be established this 


_ year. The bank’s capital would be 500 million baht— 


50,000,000 at the start, with the Government paying the 
remainder at 20,000,000 a year. Farmers could get loans 
of up to 1,000,000 baht, with land as guarantee, paying 
interest of 63 percent a year, as compared with 44.7 percent 
a year charged by many moneylenders. The bank would 
derive income from bonds, interest and selling shares. It 
would be run by a committee of three to be appointed by the 
Cabinet. 


Products of High Quality ; 


The Government is going to make industrialists pro- 
ducing iron and other metals, sugar, and gunny sacks pro- 


mise to turn out products of quality equal to that obtained- 


in other countries. A decree on this is to be issued on the 
authority of the Industrial Promotion Act. Under this act, 


-an industrialist has to assure the Industrial Promotion Com- 


mittee that he will manufacture products as listed to be up 
to foreign standards, within a time limit to be arranged 
with the committee. The decree will provide for an iron 
smelting company to aim for a 99.5 percent purity while 
a lead, copper or zinc smelting company is to aim at 99.8 
percent. The gunny sack and sugar factories are to be 
developed until they produce adequate amounts for domestic 
consumption of internationally accepted quality. 


Nonburi Paper Factory 


A survey team of Thai officials and a Frenchman sent 
by the National Economic Development Co., to determine the 
best site for a new paper factory, returned to Bangkok from 
a month’s tour of the northern, northeastern and central 
areas with recommendation that the factory be established in 
Nonburi. Raw materials are available in the Nonburi area, 
its location near Bangkok is favorable, and it is a center 
for transportation of raw materials from other parts of the 
country. Bamboo grows plentifully along the river near 
Nonburi and the part of the rice plant to be mixed with 
the bamboo in paper-making is cheap there. Paper for 
letter-writing will be made first, with newsprint for news- 
papers to be made later. The factory will produce 60 tons 
per day, more than the amount _ Produced at the Kanburi 
factory. 


A shipment of 1,000 television sets, the first ever for 
Thailand, has arrived and is sold to the public at 6,000 baht 
per set including installation and three months service 
guarantee. The sets are RCA make. Other sets will be 
imported later. Television programs in Bangkok started on 
National Day, June 24. The 1,000 TV sets have screens 
from 17 inches to 21 inches wide. They are able to pick up 
programs a distance of 100 kilometers away. There are 
plans to give free television shows. 


New Mi 


A five year national highway program involving building 
of 31 new highway routes, repair. or reconstruction of 96 
old ones, and building of 58 concrete highway bridges, has 


Roy 
| will 
kilo 
buil 
Tecc 
375 
| and 
be 
| try 
in 
So 
are 
| mo 
| wa: 
| mo 
| 
co 
cir 
fo 
Cit 
Tet 
ye 
wl 
m 
th 
us 
a 
fc 
f 
t 


or ew ere 2 | 


July 28, 1955 | | 


been submitted to the Ministry of Communications by the 
Royal Highways Department. Implementation of the plan 
will be started next year. It is proposed to build 3,629,380 
kilometers of new highway; at a cost of 1,618 million baht, 
build 58 bridges at a total cost of 120 million baht, and 
reconstruct 5,377,923 kilometers of highway at a cost of 
375 million baht. 


Money 


A total of 5,016,270,646 baht is now in circulation, Dr. 
Serm Vinitchaikul, Undersecretary of the Finance Ministry 
and Governor of the Bank of Thailand, states. This would 
be enough if it was circulating in various parts of the coun- 
try but many people in Bangkok do not put their money 
in banks, preferring to use cash rather than checks. Also 
some people do not wish others to know how wealthy they 
are, and wish to evade taxation, and so they keep their 
money out of circulation. To correct the situation there 
was the possible step of the Government calling in the 
money, but this would have a serious effect on the people. 
The people could also be asked to deposit their money at 
good interest rates. Dr. Serm said the economy of the 
country has not deteriorated. If more money is printed for 
circulation, it will be backed up 100 percent in the reserve 
fund. 

‘ Municipalities Loans 

The Ministry of Interior is establishing a special fund 
for loans to municipalities for public projects. Each muni- 
cipality is being instructed to transfer 50 percent of its 
reserves to the Ministry. The reserves are set aside each 
year by each municipality for eventualities. A central board 
will be appointed to look after the funds comprising each 
municipality’s contribution. It will then consider public 
project plans of various municipalities and grant a loan from 
the funds to the project considered most urgent or most 
useful. Each municipality acting on its own does not have 
enough money for many important projects. It is con- 
sidered better for available funds to be collected together 
and then grant use of an adequate amount from these funds 
for an important municipal project. The municipality which 
gets the money will pay an interest which will add to the 
funds. The central board will ensure that all municipalities 
receive fair treatment. Out of these funds it is hoped to 
set up a special Municipal Bank to consider and grant loans 
to municipalities on easy payment and low interest terms. 


Electric Power 


Because hydro-electric power is essential to industrial 
development in Thailand, the Government has decided to 
start on the Yarnhee project next year even if the World 
Bank does not approve a loan by then. It is planned to 
allot 50 million baht for the project from the budget each 
year, starting next year, until it is completed. In addition 
to the 50 million baht, it is proposed to issue a special state 
lottery for Yarnhee. It is hoped to obtain 45 million baht 
annually from the lottery for the power scheme. The pro- 
posed Yarnhee plant will supply electricity for all northern 
and most central provinces. The Government hopes. to 
obtain a loan of 2,000 million baht from the World Bank for 
the project. 


Investments 


The Thai Government, because of the need for foreign 
exchange, is eager for foreigners to invest in business and 
industry in Thailand, and is considering means of allowing 
such investors to send out profits later. Sending out of ‘up 
to 10 percent of net profit during the year would probably 
be permitted. The biggest percentage of foreign currency 
received by the Government is through exports, the next 
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highest being from foreign governments or offices such as 
FOA and JUSMAG. Third exchange provider is tourists. 


Port of Bangkok 


The Port is considering increasing charges for ships’ 
docking at the wharf and for discharge of cargo. In 1953 
the value of goods imported at the Port was 6,000 million 
baht but the Port collected only five satangs for each 100 
baht value. Now an increase to ten satangs per 100 baht 
value is considered. It was pointed out that the Port must 
pay a large amount—about 30 million baht a year—to 
maintain the bar for use by ships, and has up to now spent 
139 million baht to deepen the channel to enable 10,000 
ton ships to come to the Port rather than stop at Koh 
Sichang. When ships had to stop at Koh Sichang, the cost © 
of sending goods on to Bangkok by lighter was 60 baht per 
ton, and this made prices higher in the market. Net income 
of the Port in 1954 was 29,247,766 baht, a higher total than 
in the previous year. The income increased because of the 
Port’s action to limit the time merchants could keep their 
goods in Port godowns. The ban on import of 94 items 
caused some decrease in income, but merchants ordered ad- 
ditional other goods instead. 


Foreign Investment 


Headed by Lieut-General Banyat Thephasdin, Minister 
of Industry, a special mission to encourage foreign industrial 
investment in Thailand departed for Germany, Belgium, Italy, 
Switzerland, Denmark, Sweden, the Netherlands, France, the 
United Kingdom, the United States and Japan. The tour 
will take about four months. Accompanying the Minister 
were Dr. Chang Rattanarat, Director-General of the Science 
Department; Dr. Satang Mongkolsuk, technical expert of the 
Science Department, and Squadron Leader Tinnakorn Pan- 
kravi, Secretary to the Minister of Industry. The mission 
will invite foreign private interests to invest in industries or 
to join with the Thai Government in industrial development. 
It will also survey possibilities for long-term loans from 
foreign countries for industries, and will inspect foreign in- 
dustrial factories. The Government hopes for foreign 
investments for iron smelting, basic chemical production, tin 
and lead smelting, oil and lignite surveying and exploitation. 


New Economic Proposals 


The National Economic Council approved recommenda- 
tions of Dr. Joseph S. Gould, economic adviser to the Govern- 
ment, for improving national and individual incomes. 1. En- 
sure that its officials are honest and conscientious in carrying 
out their duties in order to encourage private investments; 
2. Mobilize private savings, give greater facilities to the 
Government Savings Bank, insurance companies, credit co- 
operatives, commercial banks and other financial institutions, 
and educate the people in the importance of savings to 
economic well-being of the nation; 3. Promote invest- 
ments in agriculture, mining, forestry, fishery, handicrafts 
and commerce and, in order to do this, the Government 
should announce the list of products in whose production 
private industry will not risk government competition and 
set up a tax system encouraging to private investment; 4. 
Plan properly official investments in public projects like com- 
munications and transport, irrigation and electrical power 
so that facilities in these fields can be provided at reason- 
able rates; 5. Draft regulations ensuring justice to in- 
vestors from abroad. 


The council decided that all ministries should study 
implementation of the proposals and send detailed reports 
to the council. Statistics are important and every ministry 
should send in monthly statistics for study by the council 
and presentation by the council to the Cabinet. 
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ECONOMIC REPORTS FROM 


CHINA’S FOREIGN TRADE 


China’s export of manufactured goods in the first six 
months this year was two and a half times that of the 
latter half of last year. Among the items exported 
were printing, sewing, knitting and tea processing 
machines, fountain pens, accordions, electric fans and bulbs, 
glass, chemicals, cotton cloth and knitwear, glycerine, and 
newsprint. Business contacts were established by the 
National Export Corporation with countries in Southeast 
Asia, Middle and Near East, Africa, West Europe, the 
Soviet Union and the people’s democracies. Inter-govern- 
mental trade agreements were signed with India, Burma, 
Indonesia and Ceylon. A trade contract was concluded 
with Pakistan. China would also like to exchange trade 
delegations and exhibitions with and to supply certain in- 
dustrial equipment to Asian-African countries. 


POWER OUTPUT 


The total output of electric power by state plants 
went up in the first six months of this year by 18.3% com- 
pared with the same period of last year. A total of 39 
million kilowatt-hours of electric power was saved during 
‘the period due to greater efficiency and lower line losses. 
State-owned power plants are ordering twice the amount 
of Chinese-manufactured generating equipment as_ they 
did last year. Electric motors, switchboards, high-voltage 
oil switches and air compressors lead the list. New pro- 
ducts include the 6,000-kilowatt steam turbine generators, 
complete sets of power generating equipment for medium- 
sized power plants and the 31,500 kilovolt-ampere trans- 
formers. - A small thermal power plant will be built in 
Shigatse which is located on the southern bank of the Brah- 
maputra River and the second largest city in Tibet. In 
Szechwan, Chungking will be linked by high tension trans- 
mission line with the hydroelectric power station now under 
construction on the Lungki River, a tributary of the Yangtze 
River. 


INDUSTRIAL PRODUCTION & EXPANSION 


235 private industrial enterprises in Shanghai have been 
reorganized into joint state-private undertakings. They 
account for nearly one-third in value of the total output 
of private industry in the city. Applications for joint 
status have been approved for 100 additional industrial 
enterprises. By the end of this year all the private textile 
mills, tobacco factories, enamel factories, paper mills, as 
well as the major motor car spare parts works, ship-building 
yards and dye-stuffs factories will become joint state-private 
undertakings. 

The first steam turbine generator at the First Motor- 
Car Plant started operation recently. The Plant, after 
completion, will produce 30,000 vehicles a year. The total 
area of the plant and auxiliary buildings is about 4 square 
miles. It includes a hundred big blocks of flats, each of 
four or five storeys, equipped with central heating, gas and 
up-to-date plumbing. The new factory town will have its 
own department stores, parks, theatres, schools, a hospital, 
and a technical college for 1,000 students. Meanwhile 
many factories are tooling up to produce parts such as 
bearings, electrical equipment, springs and fittings for the 
Plant. The impending mass production of motor vehicles 
is stimulating many branches of industry. China is to 
supply all the steel, timber and glass the plant will use— 
as well as most other materials. Only a few types of 
special metal will be imported from the Soviet Union an 
the People’s Democracies. 


Iron and steel enterprises under the Ministry of Heavy 
Industry exceeded targets for the first six months this 
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year by 14.75% in value. The output of five major pro- 
ducts, including steel, rolled steel, pig iron, iron ore and 
coke, exceeded the state target. Compared with the same 
period last year, the output of steel went up by 40%. 30 
new iron and steel products manufactured during the first 
six months this year included big angle steel, I-beam, steel 
plates and high-grade carbon structural steel. Silicon steel 
for the electrical engineering industry was made by Anshan 
Iron and Steel Company. The company also made abrasion- 
resistant nodular cast iron rolls and various types of alloy 
seamless tubing. Narrow gauge steel rails were made by 
plants in Shanghai and Chungking. Output of China’s steel 
rails this year will be 67% over last year. The state-owned 
Tientsin Steel Plant produced. 6,700 tons of steel and 24,000 
tons of rolled steel ahead of schedule under the Five-Year 
Plan. The output of major steel and iron plants in Shang- 
hai was 11 million yuan above plan in the first half of the 
year and 40 to 44% higher than that for the corresponding 
period last year. . 


Output of coal by China’s state-owned coal mines for 


the first six months this year was 11.6% higher than that 


for the same periol in 1954. As a result of lower costs, 
the state-owned coal mines saved 2.72 million yuan during 
the first five months. 5 state coal mines in Central-South 
China hewed 240,000 more tons of coal than the same 
period last year. Several hundred million tons of steam 
and coking coal were located in Shensi, Kansu and Sinkiang 
Provinces in Northwest China during the past six months. 
There are enough coal deposits to warrant the sinking of 
37 new pits. Work has begun on 28 pits. When com- 
pleted, they will raise China’s coal output by 16%. 


The oil output this year is approaching nine times 
that of 1949. Taking the 1949 output as 100, the figures 
rose to 532 in 1953 and to 746 last year. At the Yumen 
oil-field, new oil wells and other equipment installed in the 
first half of the year increased the output of crude oil “by 
46% compared with the same period last year. Deposits 
of oil shale estimated to be several hundred metres thick 
were recently discovered near Urumchi, Sinkiang. Oil- 
bearing structures were also discovered in the Tsaidam 
Basin in Chinghai and in the western part of the Ordo’s 
tableland which lies in the border region between Shensi, 
Kansu, and Inner Mongolia. 


The Shenyang Pneumatic Tool Plant over-fulfilled the 
target for the first half of this year by 13.5%. The value 
of its output during the first half of the year was more 
than double that of the whole year of 1952. Pneumatic 
tools produced by this plant included rock drills, rivetting 
machinery, pneumatic picks and drills. In Shanghai, 8 new 
types of machinery and electrical equipment were made 
during the first half of this year. 


A modern printing and dy@ing plant started operation 
in Sinkiang early in July. The plant has a daily production 
capacity of 2,000 bolts of printed and coloured fabrics. A 
new sugar refinery recently went into production in the Tai 
and Chingpo Autonomous Region in Western Yunnan. This 
region of 400,000 population already has its own power 
plant, brick and tile works, coal mine, brewery, textile and 
dyeing mills and other industries. The Li and Miao Auto- 
nomous Region on Hainan Island now has 31 factories. 
Almost entirely isolated before, this mountainous region 
is now served by hundreds of kilometres of highways and 
telephone lines. 


Coastal salt-fields in Shantung produced 88% of their 
annual production targets in the first half of this year. 
Alum output at Pingyang in Chekiang was 80% higher in 
the first six months of this year than in the same period last 
year. Valuable deposits of manganese, phosphorus and 
sulphur have been discovered in Kweichow Province. Drill- 
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ing for manganese ore has begun. Chemical analysis has 
proved that the new phosphorous deposits are among the 
The sulphur ores contain 40 to 50% sulphur. 


AGRICULTURAL DEVELOPMENTS 


China has planted 70% more jute and ambary hemp 
this year than last. Cultivation of both these crops has 
been greatly developed in order to provide raw material 
for the gunny bag industry. The Peking Agricultural 
Machinery Plant recently completed China’s first combine 
harvester for the Tungpeh State Farm in Heilungkiang. It 
was modelled on the Stalinetsh-6 type combine harvester. 
It can harvest and thrash 2.2 hectares of grain per hour. 
Army units stationed in Sinkiang are reclaiming over 40,000 
hectares of wasteland around the Tienshan Mountain Range. 
Surveys for the setting up of state farms have already been 
completed and the first winter crops will be planted this 
year. Early in July, China imported 3,000 Mongolian 
horses. This is part of this year’s import of 24,000 horses 
from Mongolia. 


FOOD CONTROL 


Since the onset of the high-water season this year the 
situation along the Yangtze, Huai, and Yellow Rivers has 
been kept well under control. The water level was com- 
paratively low at the beginning of the high-water season 
which set in along the Yangtze and Huai Rivers-early in 
June and along the Yellow River in July. The water level 
at Wuhan on July 16 was 25.75 metres which is 2.33 metres 
lower than on the same day last year. The Huai River has 
safely undergone the tests of two comparatively large water 
crests in late June and early July. The high-water season 
will continue for some time, but up to the present there 
has been no danger of flood. The water level of both the 
Tungting and Poyang Lakes, two natural water detention 
basins along the Yangtze, is now about three metres lower 
than at the same time last year. These two lakes can still 
absorb a large volume of water from the river. Along the 
Huai River, the reservoirs have not reached capacity and 
only two of the seven major water detention basins on the 
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river have been used to date. The dykes along the Yellow 
River are now stronger than ever before. 
cubic metres of earthwork were added on to the dykes in 
the past months. 


Over 24 million 


RAILWAY CONSTRUCTION | 
The 105-kilometre Fengtai-Shacheng Railway through 


the Great Wall northwest of Peking was completed early 
in July. This new stretch of the Peking-Paotow Railway 
will facilitate through traffic from Peking to Moscow via 
the Tsining-Ulan Bator Railway. Additional appropriations 
earmarked for railway construction this year will advance 
the completion of the Paoki-Chengtu and Lanchow-Sinkiang 


Railways. These extra funds were derived from savings 


so far effected in the country’s building programme. This 


makes it possible to complete the Paoki-Chengtu Railway by 
the end of 1956. Tracklaying on the southern section. has 
already reached a point 382 kilometres north of Chengtu, 
and is only 72 kilometres from Lioyang, in Shensi. The 
steel railway bridge across the Kialing River, a tributary 
of the Yangtze River in Szechwan, was completed early in 
July. The bridge is a key link along the southern section 
of the Paoki-Chengtu Railway. Along the Lanchow- 
Sinkiang Railway the plan has now been revised to extend 
tracklaying 80 kilometres beyond this year’s target city of 
Changyeh, 534 kilometres northwest of Lanchow. This 
will enable the railway to reach the Yumen Oilfield, 800 
kilometres from Lanchow, early in 1956. Meanwhile, track- 
laying has reached Shantan, 484 kilometres northwest of 
Lanchow. The Lanchow-Sinkiang Railway, which will be 
about 3,000 kilometres long, will become China’s first East- 
West cross country truck line when linked up with the 
present Lunghai Railway. The railway bridge built across 
the Yellow River near Lanchow was opened to traffic re- 
cently. The New bridge links up the eastern section of the 
projected Lanchow-Sinkiang line with the terminus of the 
existing Lunghai railway leading to the coast. In the South, 
the railway linking Litang in Kwangsi with Tsamkong in 
the Leichow Peninsula opposite Hainan Island was opened 
to traffic recently. Construction of this 314-kilometre line 
was started in October, 1954. 


HONGKONG NOTES 


SECRETARY OF STATE FOR COLONIES IN HONGKONG 


The Secretary of State for the Colonies, the Rt. Hon. 
Alan Lennox-Boyd, arrived here on July 25 for a five- 
day visit. He will inspect factories (manufacturing cotton, 
gloves and buttons), the new resettlement areas, a hospital, 
social welfare centres, schools and the University, agricul- 
tural stations, and the fish market. He will see the great 
dam being built for the new reservoir at Tai Lam Chung. 
The Secretary will also meet many people of the Colony, 
at private meetings and social functions, to hear from them 
their views on current conditions and prospects. 


CHINESE MERCHANTS & COLONIAL SECRETARY 


At a welcome function for the new Colonial Secretary 
given by the Chinese General Chamber of Commerce, its 
Chairman (Mr. Hui Pee-kook) stated inter alia: “In Hong- 
kong—this important entrepot of the Far East—the Chinese 
have all along been able to live, move and carry on their 
occupations in peace and in contentment, all thanks to the 
wisdom and benevolence of the successive generations of 
administrative authorities. This great blessing will always 
be remembered by us with profound gratitude. We feel 
sure that our new Colonial Secretary, Mr. David, will not 
only carry on the good tradition of beneficent government, 


but also introduce and develop new plans for the promotion 
of the welfare of the 2,500,000 inhabitants of Hongkong. 
I am also sure that he will, in particular, foster the de- 
velopment of the commerce of the Colony, thus ushering in 
a new era of prosperity. Our Chamber is the highest 
organisation of the Chinese commercial community in Hong- 
kong and it is our ardent wish that, under the guidance of 
Government, close cooperation be established, through this 
Chamber, between the administrative authorities and the 
Chinese merchants.” 


HONGKONG PRODUCTS AT TORONTO FAIR 


Hongkong’s exhibit at the Canadian International Trade 
Fair, held in Toronto from May 30 to June 10, was very 
successful. In addition to the 210 enquiries received Hong- 
kong’s manufacturers and exporters established trading 
contacts with the Canadian and North American markets, 
The Colony’s'. official delegation, comprising Mr. P. G. 
Williams, nominated by the Hongkong General Chamber of 
Commerce and Mr. B. I. Barlow, Assistant Director of 
Commerce and Industry, returned here at the end of June, 


IDLE CAPITAL AND LAND PRICES 


During the first four months this year, land prices were 
firm but registered little fluctuation. With the arrival of 
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more idle capital from overseas, especially from Indochina 
and Thailand, in the past two months, value of land here 
started to climb again. In the Tsimshatsui district along 
Nathan Road it increased to about $180 per square foot. 
In the Mongkok area, land along the water-front reached 
$70 per sq. ft. Land in the Shamshuipo district along 
Castle Peak Road is now $120 per square foot. In Hong- 
kong at North Point, it went up to $120. In the Western 
district the price is about $70 and in Kennedy Town around 
$44. In the Central district no land was offered for sale 
during recent months. However, with Government’s policy 
of permitting more tall buildings in the Central district, 
value of land in this area is likely to advance. 


HIGH RENTAL AND VACANT HOUSES 


With the construction of more new buildings in this 
Colony, there are now many vacant houses in North Point, 
Tsimshatsui and other areas. Landlords are now offering 
easier terms—no construction money and less amount of 
deposit—but there is no sign of a general drop in monthly 
rental. One landlord who builds new flats for sale as well 
as to let, confessed that he kept the monthly rental high 
to attract buyers. There were a few cases of rental reduc- 
tion but on the whole big landlords prefer to leave some 
of their flats vacant rather than to effect a lower rental- 
scale for all their properties. 


THE LANDLORD & TENANT ORDINANCE 


Regarding the recent Government proposals for amend- 
ment of the Landlord and Tenant Ordinance, the Civic 
Association considers that the Government proposals are 
altogether too favourable to the landlord’s interests, but 
are basically sound in principle. The Association therefore 
suggested that the upper limit of compensation should be 
120 times the standard rent instead of 60 times as had been 
proposed. As to the improvements carried out by tenants 
on the buildings the Civic Association opined that a dis- 
possessed tenant should be allowed to remove items such 
as partitions, interior walls, windows, bathroom or toilet 
fixtures and all items generally falling within the descrip- 
tion “Landlords fixtures” if originally installed at the 
tenant’s expense. These items have a cash value, and are 
useless to the landlord if he is demolishing the building. 
During recent years there have grown up two classes of 
tenant with quite different rights and privileges. There 
_is the diminishing class of tenants of “old” property paying 
controlled rents and generally protected against eviction 
and the ever-growing class of new tenants with no privi- 
leges beyond those which their landlord is prepared to 
grant. The only law that aids the new tenant is the econo- 
mic law of competition. There has been some indication 
in recent months that rents are dropping and the lists of 
advertised vacant flats grow longer every day. The Civic 
Association favours the proposal that exemption from rates 
should be withdrawn when a flat or house has remained 
vacant for more than three months. The implementation 
of this proposal would start an all-round reduction of rentals 
which would bring yields from the ownership of new pro- 
perty more into line with yields from other forms of pro- 
perty. At the present rentals of uncontrolled property 
here are absurdly high. 


HONGKCNG ECONOMIC HOUSING SOCIETY 


The Hongkong Economic Housing Society officially 
opened for occupation the Lady Grantham Villas last week. 
The opening ceremony was performed by Lady Grantham. 
Mr. Daniel N. F. Chen, Chairman of the Society, outlined 
the aims of the organisation in providing cheap living accom- 
modation for the population: 
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In 1953, there was general political unrest in the Far 
East. People of other countries considered Hongkong an 
ideal place to live in, being stable and peacefully governed. 
Huge numbers of people flooded into this Colony, resulting 
in a tremendous increase in local population. Demand for 
cheap and adequate housing became more acute, and rentals 
jumped by leaps and bounds much to the distress of the 
general public. Our Governor, in the Budget Meeting of 
Legislative Council on March 4, 1953, expressed his great 
concern about our housing shortage and emphasized that 
the most effective solution of this shortage would be the 
construction of low-cost houses for the public at cheap 
rentals. As indicated by its name, the function of the 
Society is based upon the principles of economy, and it is 
the first of its kind in the Colony. 


During the opening ceremony, the Governor said, “The 
Lady Grantham Villas were a useful contribution to the 
solution of the housing problem. I suppose food, clothing 
and housing are the basic needs for material well-being, 
and every country in the world has the problem to a greater 
or lesser extent of fulfilling these basic needs of its citizens. 
The most serious need here is housing, particularly for the 
less well-to-do. At the end of the War, 70 per cent of the 
better class houses were unfit for human habitation and 
20 per cent of the tenements were in the same condition. 
This meant a very heavy rehabilitation programme. We 
were getting on with this slowly but surely. No doubt the 
problem would have been largely solved by now, or at any 
rate well on the way to solution, if it had not been for 
the fact that we were then inundated with refugees. Our 
population went up from half a million right after the war 
to two millions, and to-day it is about two and a half 
millions. Another fact about Hongkong is that land is so 
scarce. It is no good saying that the people should move 
further out and live in the New Territories, because most 
of them are working people of limited means who have to 
be near their places of work. Moreover, it would be wrong 
to deprive the farmers of all their agricultural land. Taken 
all in all, the problem in the Colony is about as difficult 
as it is anywhere in the world. 


“We now have the Housing Authority which was set 
up about a year ago, but it is only just getting into its stride 
and it will be nearly two years before the first of its pro- 
jects is completed. Meanwhile the housing societies—the 
Model Housing Society, the Hongkong Housing Society and 
the Hongkong Economic Housing Society—have stepped into 
the breach and have done, and are doing, yeoman service. 
Here it is with the Economic Housing Society that we are 
concerned. The Lady Grantham Villas consist of seven 
blocks of five-storey buildings divided into 56 sections, 
which means that there are altogether 280 flats, each accom- 
modating one family. There are three types, the smallest 
of which has an area of 332 square feet. The largest size 
has an area of 492 square feet. So even if we allow four 
to six persons in the smallest type and eight to ten persons 
in the largest type, it will mean that every occupant will 
have an average space of 50 square feet. For the smallest 
type there is a down payment of $7,450 and a monthly pay- 
ment of $14.50. Since the leases are for twenty-one years 
this means that the total rent works out at about $45 a 
month. We must take into consideration the interest on 
the capital sum involved. Even so, the rent is low, and 
very much more so than most of the tenants have been 
paying for their accommodation elsewhere. The prices for 
the two larger grades are $10,000 down and $16.50 a month, 
and $10,100 down and $17.50 per month respectively. These 
very reasonable figures have only been rendered possible 
by the fact that the Society is, as its name implies, an 
Economic Society and also by the fact that the Society 
is a non-profit-making concern.” 


NEW EDUCATION SCHEME 


Government has approved a new scheme to give addi- 
tional higher education facilities, particularly in the English 
language, to students from Chinese middle schools in the 
Colony. The primary purpose will be to qualify students 
for entry to the University of Hongkong, but the courses 
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AND DEVELOPMENT OF HONGKONG .- 


By the Hongkong Reform Club 


Hongkong has suffered for over a hundred years from 
people who would not believe that she was steadily expand- 
ing. Over and over again reports are to be found sug- 
gesting that her large population is only temporary and 
will with changed conditions be reduced to the level of some 
20 years previously—after another 20 years what was 
formerly called her temporarily increased population becomes 


will also help students to pass in the English Language at 
the English School Certificate Examination and thus become 
eligible for entry to the Government Clerical Service, the 
Northcote Teacher Training College and other positions 
requiring a good knowledge of English. Two _ special 
English Sixth Forms with places for 60 students will be 
opened at Clementi Middle School in September. The 
course will be of ten months’ duration. Students who at 
the end of the course obtain at least a credit in English 
at the English School Certificate Examination will be eligible 
to enter a Matriculation VIth Form which will provide 
courses in English, Chinese Language and Literature, Chinese 
History, Mathematics, and other subjects in preparation 
for Matriculation and entry to the University of Hongkong. 
School tuition fees will be $240 p.a. payable in ten instal- 
ments. A number of free places will be available for needy 
students. 


LANE, CRAWFORD, LTD. 


For the year 1954, Lane, Crawford, Ltd. made a profit 
of $1,312,532. This record is the highest in the Company’s 
history. A dividend of $3 per share (free of tax) was 
announced. The Chairman, Mr. A. Raymond, stated that 
in view of the fact that general trading conditions in the 
Colony showed little improvement during the year, the 
results achieved by the Company were outstanding. Although 
bad debts increased over last year the amount was small 
in relation to turnover. The net profit of $1,312,532 when 
added to the balance of undistributed profits brought for- 
ward from the previous year makes a total available for 
allocation of $1,654,860. Negotiations are in progress for 
sale of the Company’s property at 10 Cross Lane at a satis- 
factory profit margin over the price paid on acquisition in 
1952. The property at Robinson Road is being maintained 
as expatriate staff quarters. Immediately prior to the close 
of the financial year the Food Department took over from 
Government part of the Colony’s reserve of meat to a value 
of over $400,000, but reductions in other stocks, particularly 
those carried by the Import and Export Department, re- 
sulted in an overall decrease of $355,930 from the figures 
of the previous year. 


The jewellery and silverware department recorded a 
successful year, to which the sale of Mikimoto cultured 
pearls contributed in good measure. The Company has 
been appointed sole agents in Hongkong and Macao for K. 
Mikimoto, Inc. of Tokyo. The Ladies’ Salon was re-opened 
on October 4, 1954, and results have amply justified our 
decision to re-enter this field. Expansion is now planned 
to include a children’s wear section. Development of the 
import and export department continued throughout the 
year and an improvement in net earnings was recorded. A 
new field of operation entered into during the year was 
that of coal. The Company was appointed Agents for the 
Mitsubishi Shoji Kaisha Ltd. Coal Department. In October, 
1954, Cafe Wiseman was leased to a concessionaire, but by 
mutual agreement the concession arrangement terminated 
on April 30 last and it was decided to resume operation 
under the Company’s own management. Renovation work 
has been undertaken, and the Cafe is scheduled to re-open 
in the very near future. 


regarded as her normal population and still further increase 
is once again treated as expansion and not likely to last. 
Hongkong suffered most severely from this attitude after the 
second World War when her population increased to well 
over the two million mark. From information available from 
various welfare organizations the correct figure might be at 
present about three million. Nevertheless it was generally 
considered that the population would decrease, not increase, 
and no attempt was made to cope with the serious housing 
problems that developed except for the introduction of rent 
controls and protection from eviction in respect to old builds 
ings. The Reform Club of Hongkong spent several years 
pressing for a housing scheme to be introduced on the scale 
that only a Government organization can be capable of 
handling. Ultimately the Housing Authority was formed 
composed mainly of the Urban Council and financed with 
Government funds. It is now, therefore, both necessary and 
possible to consider the creation of a new Hongkong in which 
her people are decently housed at rentals commensurate 
with their incomes and a start made to get rid of slums. 
In many of the floors visited, a tenement flat consisting of 
a small sitting room, with two bedrooms partitioned off from 
it with wood, and a small verandah, there are residing any- 
thing between 30 and 40 people. In some cases whole families 
lived in a bed space. The buildings themselves, not un- 
naturally, in appalling dilapidated condition, largely riddled 
with white ants and structurally defective, the landlords 
having refused to spend any money thereon since the war 
on account of the low rentals which they are forced by law 
to charge. On the other hand, new buildings are to be found 
equally crowded, in’ many cases jerry built, where the rental 
being uncontrolled is so enormous as to amount to some 
60 to 70% of the tenant’s total family earnings. This situa- 
tion can only be remedied by low cost-rehousing on an 
enormous scale. The present scale on which the housing 
authorities are working is not even enough to keep pace with 
the increase in Hongkong’s birthrate and Government, if it 
really intends to cope with the problem, must be prepared 
to invest very considerable capital in housing schemes which 
after all do not constitute any loss of capital but rather will 
afford the return of this capital over the course of years 
with adequate interest. 


The Problem 


It cannot be denied that Hongkong owes a lot to deve- 
lopment by private enterprise and any new housing develop- 
ment of Government must go hand in hand with private 
builders. Nevertheless it is anticipated that new low cost 
housing on a scale in anyway sufficient to effect the problem 
must be very largely executed with Government money. The 
position of existing slums (and this unfortunately includes 
some so-called new buildings) is totally different. These 
are built on private land and except where we recommend 
the re-entry by Government, it is essential for clearance to 
be carried out by means of co-operation between Govern- 
ment and the land owners. It is possible that legislation 
giving Government power to order the demolition of a slum 
building may have to be effected but this should be regarded 
as an ultimate weapon rather than the general order. Govern- 
ment either through the present housing authority or the 
Commissioner of Resettlement must build decanting centres 


whereby the existing tenements of slunr properties can be 
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accommodated for one or two years pending their removal 
back either to the new building on the site or to other ac- 
commodation. It is no good, however, rebuilding the 
whole of our existing slum properties. Those areas‘in parti- 
cular are desperately in need of open spaces as breathing 
lungs for the thickly populated surrounding houses. Gov- 
ernment must be prepared to spend money in compulsory 
purchases by way of re-entry on to a number of slum prb- 
perties and making them into small open spaces dotted 
throughout the areas affected. 


None of these things are possible unless more land is 
found to accommodate Hongkong’s 3 million people. The 
clearance of squatter shacks that exist in a number of fairly 
central areas both of Kowloon and Hongkong Island itself 
is releasing valuable sites for use by the Housing Authority. 
But these are not enough. In the opinion of Professor 
Gordon Brown, Professor of Architecture of the Hongkong 
University, the space, that is required is in the neighbour- 
hood of 30 square miles and even regarding this figure as 
an ideal which it will be impossible to meet under our 
restricted conditions in Hongkong, nevertheless we _ shall 
have to look for existing countryside and convert it into 
an almost entire new township as a satellite or dormitory 
town for Kowloon and Victoria. Another feature of the 
shortage of land is the necessity to build upwards and al! 
building developments should be multi-storey structures. 
Furthermore the numerous diseases endemic in Hongkong 
cannot be wiped out until the slum conditions have been 
liquidated. Finally, it is most essential to press ahead with 
plans to convert all parts of Victoria and Kowloon to modern 
water-borne sewage disposal. (It should be noted that even 
with water-borne sewage arrangements can be made to re- 
trieve and convert the night soil for agricultural purposes as 
a fertilizer). 


Satellite or Dormitory Towns 


Four alternative sites for the establishment of a satel- 
lite town should be considered; Tsun Wan, Lan Tao, Shatin, 
the Clear Water Bay Road Area and the southern part of 
Hongkong Island. 


Tsun Wan is already developed as an industrial centre 
and this development should be encouraged. For this very 
reason it is not suitable as a garden city where the majority 
of the inhabitants will be going to Victoria and Kowloon to 
work. Tsun Wan should be confined to a satellite industrial 
township. 


Lan Tao does offer much better possibilities. It is an 
undeveloped island that is scarcely populated with plenty 
of water and covering a total area of nearly twice the size 
of Hongkong Island. Any development of the island must 
of course require extensive road making which is expensive, 
and arrangements are difficult to ensure proper transport 
facilities to the main business centres. The only alternative 
are ferry services which at their best would take over an 
hour to cover the distance, or a road with a bridge or cause- 
way coming out near the San Miguel Brewery across to the 
smaller island of Ma Wan and from Ma Wan across Kup 
Sui Moon to the north eastern tip of Lan Tao Island. In 
view of the shortage of space in the Colony the Government 
cannot afford to leave Lan Tao undeveloped but it is im- 
practicable to consider the island for the purpose we have 
under review here, mainly by reason of transport difficulties. 
Much can be done to Lan Tao to develop agriculture and 
resettle on the land farmers who are being displaced from 
land needed for building purposes.nearer the towns, and it 
can also well be opened up for dispersed private residences. 
Finally it is hoped that the opportunity for water storage 
afforded by the high peaks on the island, the highest of which 
is over 3,000 feet, should be considered. Large reservoirs 
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can easily be constructed although here again there will be 


considerable cost in piping the water across to existing 
mains. 


Shatin and Clear Water Bay Area 


The Shatin Valley offers almost ideal conditions for a 
garden city. The possibilities of the valley can be improved 
by extensive reclamation in relatively shallow water and it 
should be possible to convert the existing railway to using 
of diesel or electric service to say 10 minutes intervals. If 
plans are proceeded with to construct a harbour tunnel this 
service can well be taken across the harbour to a terminus 
in Victoria which will greatly reduce the individual man’s 
transport costs. Indeed, in view of the present confused 
traffic condition which would be even more serious with 
easier land communication between Victoria and Kowloon a 
railway tunnel across the harbour might well be considered 
in priority to motor transport. As an alternative large satel- 
lite and dormitory areas can be developed along and adjoin- 
ing the Clear Water Bay Road, including in particular the 
area behind Kai Tak. This would be even more suitable than 
Shatin in the event of a suspension bridge being built across 
Lyemun Pass at the entrance to the harbour. It has the 
disadvantage that it will require water to be piped over a 
considerable distance. 


Hongkong Island 


Further development of the southern part of Hongkong 
Island is possible when putting a tunnel right through the 
peak to provide easy transport facilities. This could make 
considerable areas at present undeveloped available in the 
area of Aberdeen, Stanley and Pokfulam with only about 10 
minutes journey to Victoria through a tunnel. 


Recommendations 


The Housing Authority should be provided with suffi- 
cient funds to ensure that it can build up to a minimum of 
20,000 separate housing units (i.e. flats, cottages etc.) per 
annum. The work of the Commissioner for Resettlement be 
similarly stepped up to enable the present multi-storeyed 
resettlement rooms to be available in large numbers to work- 
ing class people generally and not merely, as at present, to 
former squatters. Every effort should be made to encourage 
the private builder. Government should organize a sys- 
tematic slum clearance with decanting centres for the tem- 
porary accommodation of the tenement dwellers affected. 
This slum clearance be organized as far as possible by 
agreement with the land owners but Government should be 
given the necessary power to enforce clearance as the last 
resort. Government should set aside funds for the com- 
pulsory acquisition of some sites in slum areas, these to be 
converted into open spaces for the benefit of the local 
people. A satellite or dormitory town on a large scale with 
appropriate educational, medical and welfare facilities as 
well as the housing sites themselves should be provided in 
the Shatin valley, including reclamation of land; arrange- 
ments should be made to convert as an alternative the area 
behind Kai Tak and the Clear Water Bay Road. A tunnel 
should be put through the Hongkong peak and the areas 
on the southern part of Hongkong Island to be similarly 
developed. All building developments should be by way of 
multi-storey buildings. Plans sould be expedited to convert 
all sewage disposal to modern water-borne sewage. 

These proposals involve enormous sums of money but 
Hongkong possesses large capital reerves outide the Colony 
and large capital potentials within her territories. 

Provided confidence in the future of Hongkong, long 
term planning along these lines is essential. 
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HONGKONG INDUSTRIAL DEVELOPMENTS 


(From the Trade Bulletin of the Department of Commerce & Industry of Hongkong Government) 


Wrapped Cube Sugar: An initial order for 14 tons of 
wrapped sugar cubes has recently been received by the 
Taikoo Sugar Refining Co., Ltd. Hongkong, from Block 
Hotels Ltd., a large East African concern which controls the 
“New Stanley” and “Norfolk” hotels in Nairobi, Kenya. Each 
sugar cube will be wrapped in paper bearing the names of 
the hoteliers and the manufacturers, a most effective means 
of advertisement for both parties. It is hoped this order 
is but the forerunner of others from influential East African 
interests. 


The Refinery has been supplying wrapped cube sugar to 
aircraft of the British Overseas Airways Corporation and 
Cathay Pacific Airways for some time, while negotiations 
are in progress to supply it to other airlines operating 
through Hongkong. 


The Taikoo Sugar Refining Co. Ltd. is among the 
Colony’s oldest manufacturing firms. Established in 1884 
the Refinery was rebuilt and re-equipped in 1926 to become 
the largest and most modern in the Far East. During World 
War lI it suffered severe damage but rehabilitation was 
effected, and the pre-war export trade recovered, with a 
vigour that is characteristic of local industry. 


Although cube sugar, both wrapped and unwrapped, is 
an important item in the Refinery’s production, its main 
business lies in high grade crystals, granulated, icing, caster 
and soft sugars and golden syrup. As neither cane nor 
beet sugar are grown in Hongkong, all raw sugar used has 
to be imported. 


New Aluminiumware Plant: The “Gold Coin” mark 
needs no introduction to regular buyers of Hongkong goods 
for it is the registered brand of two well-established local 
factories; the I-Feng Enamelling Company, producers of 
enamelware, and the Freezinhot Bottle Company, manufac- 
turers of vacuum flasks and vacuum food containers. 


The group of industrialists who operate these success- 
ful enterprises have now sponsored another “Gold Coin” 
venture, this time an aluminiumware factory. With the 
brand name so firmly established in overseas markets it is 
likely that there will be a ready demand for this new line, 
although full scale production did not commence until 
February, orders to South East Asia, Borneo, Mauritius and 
Africa have already been fulfilled. 


The aluminiumware factory has been named the Gold 
Coin Metal Manufactory. It is fully equipped with all 
machinery necessary for the large-scale production of alumi- 
nium domestic utensils. 


New Slide Fastener Factory: The Mayfair Industries 
(Slide Fastener) Company Limited, a new factory making 
high quality zip fasteners, were scheduled to open earlier 
this year, preliminary arrangements took longer than anti- 
cipated, but production is now in full swing and a wide 
range of slide fasteners is available to the public. The 
goods are being sold under the registered trade mark “Clip- 
per”. They consist of precision-made zippers in brass and 
aluminium with or without an enamelled surface, and are 
obtainable in a wide range of colours and sizes. 


The slide fasteners are being turned out on modern, 
automatic machinery all of which has been purchased from 
a noted United States engineering firm. Every care is being 
taken to ensure that the goods are comparable to the best 
obtainable and tests for tolerance and accuracy are made at 
all stages of production. 

Other Developments: Two existing torch and electro- 
plating factories have opened departments for making metal 
watch bands. One of these is further embarking on the 


manufacture of plastic-ware and bakelite electrical acces- 
sories. (b) A timber company is opening a saw mill. in 
three months’ time. (c) A furniture factory is opening a 
department for the production of rubber footwear. (d) A 
second factory devoted exclusively to the manufacture of 
enamel frits is being mooted. (e) An importer is planning 
to — a factory for the metallisation of plastic and other 
articles. 


Elastic Swimsuit: That the garment industry in Hong- 
kong is keeping pace with modern demands is evidenced by 
smart swimsuits from the Philips Knitting Factory. Made 
from an elastic cloth which dries rapidly, this is only one 
example from a comprehensive range of swimsuits for men, 
women and children now being produced by the factory. 
The garments, which are available for export, are on sale 
in many of the Colony’s leading stores and compare most 
favourably in price and quality with imported garments. 
They are well cut and are made in numerous colours in all 
standard sizes. 


For the conservative taste, the Philips Knitting Factory 
also produces woollen swimsuits. In more modern vein are 
the men’s swimming trunks knitted from a flexible nylon 
orn These come in One size only and expand to fit any 

gure. 


Pearl Buttons 


A small, but important Hongkong industry is that con- 
cerned with the production of pearl buttons. Although ori- 
ginally started in 1930, the early factories were purely of a 
domestic character and, for ome reason or another, did 
not survive. The industry as it exists today has only been 
in operation since 1947, when certain manufacturers migrated 
to the Colony bringing their capital and knowledge with: 
them. The first factory was soon established and was 
speedily followed by others. The most recent addition, com- 
plete with modern, automatic machinery, commenced produc- 
tion in January of this year, thus bringing the total number 
in operation to seven, with a labour force of approximately 
nine hundred. In spite of its size the industry has become 
one of the most flourishing in the Colony, working at full 
pressure to meet the demands of overseas customers which 
frequently exceed the availability of the shell upon which 
the production of pearl buttons is entirely dependent. 


The shortage of shell is the greatest handicap to the 
industry at present. Although there are known to be more 
than 60,000 living species of molluscs, very few are in 
general use for button-making. Most common are_ the 
marine pearl oyster, trochus and green snail. These shells 
possess the nacreous lining which forms the surface of a 
good pearl button, as well as a durability which renders 
it possible to cut and fashion them into the required shape. 


Pearl buttons, as the name implies, were originally 
made from the shell of the pearl oyster with its lustrous 
mother-of-pearl interior and although the term “pearl” has 
been corrupted to include all nacreous shell buttons, those 
made from the genuine mother-of-pearl! still remain the most 
valued and by far the most expensive. The price of this 
shell is now so high that buttons from it are used only on 
the most exclusive garments. 

The mainstay of the Hongkong pearl button industry is © 


the trochus shell, the “mother-of-pearl” of commerce, which 
resembles a large periwinkle and measures about five inches 


~across the base in maturity. While buttons from this shell 


are neither as white nor as lustrous as the real mother-of- 
pearl, they can be sold at a more reasonable price in spite 
of the marked increase in the cost of shell in post-war years. 
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In 1947, a ton of trochus shell could be purchased for £100; 
today the price is approximately £38F. Genuine mother-of- 
pearl is worth twice as much. 


Practically all the trochus shell imported into Hongkong 
is fished along the 2,000-mile tropical coastline of northern 
Australia, or in New Guinea, Papua or the Solomon Islands. 
Some originates from islands in the South Pacific, from Indo- 
nesia or the Andamans but Australian shell remains the most 
popular, probably because of a more advanced collection 
technique. Like any other natural product, there is an 
element of risk attached to a continuous supply. The Aus- 
tralian Government prohibits indiscriminate fishing and shells 
under a specified diameter must be returned to the water. 
Faced with a clamouring demand from button manufacturers 
in au parts of the world, especially those seeking Imperial 
Preference for the finished article, many Australian exporters 


are forced to supply even regular customers on a quota 
basis. 


Green snail shell, the third species of shell used by the 
local pearl button industry, is the cheapest, but as only 
to be expected, the resultant buttons do not compete in 
quality or appearance with those made from mother-of-pearl 
or trochus shell. Here again supply presents a problem. 
Formerly most green snail shell was imported from 
Mainland China, where it is fished from rivers and lakes, but 
to protect her own button industry that country has now 
banned the expert of all fresh water shell. The export of 
shell button blanks (the round discs fror’ which the buttons 
are made) is permissible, however, but prices are fixed by 
the Chinese Government and when consequent manufacturing 
processes are completed leave so slight a margin of profit 
that the business is not worth handling. 


Whatever variety of shell is used, the manufacture of 
the buttons follows the same lines and is a highly mechanised 
process. The shell is subjected to such violence in the 
course of drilling that it is astonishing that so little is lost 
through cracking or breaking. Flaws in the shell will 
naturally cause weak spots, while errors on the part of 
machine operators result in buttons being rejected. These 
errors are few for raw material at £385 a ton is accorded 
every respect. 


No preliminary treatment is necessary before the shell 
is put into use. It is fed directly into machines where high- 
speed tubular drills cut blanks of the required size from the 
shell as easily as if it were cheese. The blanks are graded 
for thickness and are then ground on both sides. This re- 
moves the rough exterior of the natural shell and the pearly 
surface becomes apparent. This surface is now “faced”, 
ie. the design is engraved upon it. Many of these designs 
are traditional while others pertain to a particular factory. 
Drilling of the holes follows and the buttons are ready for 
the finishing processes rumbling, bleaching and polishing. 
Rumbling, literally shaking them rapidly in barrels of saw- 
dust, removes the last vestige of roughness; bleaching, which 
is achieved by boiling them in a solution of hydrogen pero- 
xide and sulphuric acid improves the colour and after being 
spun dried in a centrifugal dryer a final sheen is given by 
shaking them at speed with waxed rattan chips. 


It is not until the last process is completed that the 
manufacturer is able to assess the value of his buttons. 
There are four different grades produced in the Colony and 
expert examination is required to determine into which of 
these the buttons fall. Colour, thickness, shape, lustre. all 
are taken into consideration and every ‘button must be 
examined individually. 


Prices are quoted by the gross and the buttons are 
usually sold in cotton bags each containing exactly this 
quantity. Occasionally an order calls for carded buttons. 
the carding be*’~~ --rformed by outworkers, all women. They 
collect a quota ot cards and buttons from the factory and 
return them, a dozen on each card, sewn in two neat rows 
against the familiar silver foil background. < 


Buttons are measured by the diameter. the unit of © 


measurement being a line. In all countries, except France, 
ten lines are approximately a } inch. Standard sizes com- 
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mence at eight lines rising in twos to 100 lines. All sizes 
are produced in Hongkong. 

There is a wide variety of machinery in use in Hong- 
kong’s seven pear! button factories. Much of it was brought 
from China and is obviously well worn, but manufacturers 
are taking the opportunity of purchasing new equipment 
while the current boom lasts, realising that mechanisation 
alone will bring down prices. Much button-making machinery 
comes from Germany, pre-war a big button producer, and 
one local factory has recently installed two brand-new Ger- 
man machines which face and drill simultaneously. Requiring 
only a single woman operator, each of these machines can 
do the work done by 25 operators on machines of older 
design. 

Another local factory has recently taken delivery of a 
number of specially-designed machines built by a Hongkong 
engineering firm and with these intends to tackle the pro- 
blem of the enormous .wastage of shell which occurs in but- 
ton-making. With the flat oyster shell it is possible to use 
almost every part, but with the conical trochus shell, the 
proportion of waste is extremely high. Hitherto this scrap 
shell has been sold to Japan, where the button industry is 
more developed, and has been used for very small buttons 
or for the inlaid pearl articles for which that country is 
noted. If the experiment to use this waste locally is suc- 
cessful it will mean that Hongkong made pearl buttons will 
be even cheaper and the present 10% disparity in price 
between those made in the Colony and those made in Japan 
will entirely disappear. 


Local manufacturers are fully alive to the effects upon 
their business of artificial pearl buttons which sell for as 
little as HK$4.50 per gross as opposed to HK$60 for a gross 
of good quality pearl buttons of the same size. These 
artificial pearl buttons, in reality produced from plastic, 
are in good demand by garment makers. Produced from 
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FINANCE & 


GROWING EAST-WEST TRADE 


Coexistence and peace are now becoming realities. The 
communists seem to be serious about it. The Committee 
for the Promotion of International Trade, at Vienna, which 
is close to the USSR Government, has now published an 
article on the subject of East-West trade which was probably 
written by its secretary general, M. Robert Chambeiron, and 
which is reproduced below. 


Under pressure from trade circles, commerce with the 
countries of the East is slowly moving towards normalisa- 
tion. Last month President Eisenhower, at his weekly press 
conference on the subject of the Four Power meeting, raised 
the question of trade with the East. The United States 
President indicated the possibility of a change in the Ameri- 
can attitude on East-West trade and declared that “trade 
is the greatest weapon in the hands of the diplomat”. He 
emphasised that the United States should not be uncom- 
promising on this question but should consider her proper 
interests and those of her Allies. Export trade was of vital 
interest for them and they had shown themselves more 
flexible than the United States, particularly in relation to 
strategical products, the lists of which had recently been 
revised in the direction of liberalisation. 


The President’s declaration is not surprising; for some 
time there have been signs from the United States that they 
are not lagging behind in the growing movement in the 
Western world for increased trade with the countries of the 
East. The extremist position adopted by certain Americans 
appears to have been abandoned for a more realistic point 
of view. 


It is true that attempts to develop international trade 
within the narrow framework of the Western market have 
met with failure. Reuter reported just recently the in- 
creased competition of Japanese products on the American 
market and considered that this would surely act as a lever 
to break down the strategic control system. In economic 
circles on the West coast of the United States protests have 
been growing against the entry of Japanese goods which 
cannot be placed on the Chinese market because of the 
restrictions on trade with China. 


The most recent plea of commerce with the the East 
has come from Senator George, Democrat of Georgia, who 
is also president of the Foreign Relations Committee of the 


acrylic sheeting or urea formaldehyde, manufacturing is 
closely akin to that of shell buttons and several local shell 
button manufacturers have added them to their main range. 


Hongkong’s seven pearl button factories are supplying 
world-wide markets. Currently they are turning out some 
33,000 gross buttons a month but as further modernisation 
is achieved, output will automatically rise. As practically 
all raw material is of British Empire origin there is no diffi- 
culty in obtaining Imperial Preference and every factory 
ships to the United Kingdom, the largest purchaser of the 
buttons, under preferential terms. 


In spite of all substitutes, the imperishable qualities and 
luxurious appearance of pearl buttons assure their constant 
demand and providing adequate supplies of shell are ob- 
tainable at reasonable cost, this competently-managed local 
industry cannot fail to prosper. 
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Senate. Mr. George declared himself in favour of the 
restoration of trade between Japan and China and indicated 
that international trade in general—and probably East-West 
trade in particular—would be one of the principal points 
in the discussions of-the Four Powers. 


Of the change in American public opinion on this ques- 
tion there is no doubt. There would appear to be a realisa- 
tion of the practical impossibility of refusing to other 
Western countries advantages to be gained from trading 
with the East. The United States have been susceptible to 
pressure from their allies and the less rigid attitude in 
Washington will undoubtedly be an encouragement to 
Western business circles to pursue their efforts towards a 
normalisation of relations with the East. Further, they can 
see for themselves the tangible progress of American trade 
with the East. According to the 29th and 30th Qvarterly 
reports by the Secretary of Commer e to the Government, 
exports from the United States to Eastern countries, which 
represented less than a million dollars in 1952, reached $6 
million in 1954 and were over $3 million for the first quarter 
of 1955. In 1953 export licences granted amounted to 2.6 
million dollars and in 1954 to 18.7 millions. This is perhaps 
a modest advance when compared with the real possibilities, 
but it nevertheless indicates a tendency to be watched care- 
fully by business circles in other countries. 


Japan and West Germany who, after the second world 
war, did not play an important role in international trade, 
are gradually regaining the positions they once occupied on 
several markets. It is well known that Japanese business 
circles are anxious to re-establish their business relations 
with the Soviet Union. Negotiations began in London at 
the beginning of June for the solution of a certain number 
of problems outstanding between them. These discussions 
are likely to cover questions of trade relations and in this 
sphere there should be success, so keen 2"e Japanese busi- 
ness circles for normal trade with the Sov.et Urion. More- 
over, without waiting for the results of these negotiations, © 
which are likely to last for some time, a delegation of in- 
dustrialists and businessmen from Japan are preparing to 
visit the countries of Eastern Europe. With the signing 
of the Japan-China Trade Agreement, an increase in com- 
merce between Japan and the countries of the East can 
be expected in the near future. 


In the German Federal Republic, the question of trade 
with the East is claiming the attention of Government circles 
more and more. Bonn will certainly not remain indifferent. 
to the proposals contained in the last Soviet note of 8th 
June, in which the Soviet government said that it “attaches 
great importance to the establishment of settled and stable 
relations and trade between the Soviet Unior and the Ger- 
man Federal Republic. . Jae Soviet Union, possessing 
highly developed industries and an expanding agriculture, 
considers it possible to raise considerably the level of its 
trade with Western Germany, which carnot fail to be of 
great importance, especially in the present condition of 
growing economic instability of a number of countries.” 

In a world where there is still much mistrust, it would 
be worth while if once again the channels of trade could be 
the means of facilitating solutions of other problems. Let 
us appreciate, in any cuse, the new steps which have just 
been taken on what we have alv .ys considered to be the 


best road. 
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FAR EAST TRADE 


The accompanying table summarises 
the position of Trade Agreements be- 
tween the countries of South East Asia 
and the Soviet Union, the Chinese 
People’s Republic and the East Euro- 
pean People’s Democracies and is based 
on facts given by the Economic Com- 
mission for Asia and the Far East and 
other official sources. The People’s 
Republics of Asia—the Korean People’s 
Republic, the Mongolian People’s Re- 
public and the Democratic Republic 
of Viet-Nam have no Agreements with 
countries of their continent having dif- 
ferent political regimes, nor with those 
of the West. The Accord reached be- 
tween the Democratic Republic of Viet- 
Nam and =~France on the status of 
French firms in Viet-Nam is not in the 
nature of a Trade Agreement. 


Most of the Agreements have been 


signed since 1952 which proves 
the growing interest of the Asiatic 
countries in trade with the so-called 
“East”. 


India is the Asian country with the 
greatest number of Agreements (8), 
followed by Indonesia (7), Pakistan 
(5), Burma (4), Japan (2) and Ceylon 
(1). Of the countries of the East, 
China leads with an Agreement with 
each of the six countries mentioned: 
Czechoslovakia and Hungary come 
next with 4 each, the U.S.S.R., Poland 
and the German Democratic Republic 
with 3 each, Roumania and Bulgaria 
with 2 each. The extent of trade, 
however, between the countries of the 
East and South East Asia does not 
end there; it can be said that even half 
the trade takes place without bilateral 
agreements, for it is conducted with 
countries such as Hongkong and 
Malaya, who belong to the sterling bloc. 
It is only with Thailand and the Philip- 
pines that there is really no trade of 
any importance. 


A further point which emerges from 
this study is the official character of 
most of the Agreements, even with the 
Chinese People’s Republic and the Ger- 
man Democratic Republic, while certain 
Western countries have not wished to 


sign similar agreements for political 
reasons, 


Several of these agreements do not 
carry an established value for their 
mutual trade which makes it difficult to 
ealculate the volume of commerce 
which could be attained between the 
two groups of countries on the basis 
of official arrangements. Nevertheless, 
it is possible to ascertain that according 
to U.N.O. statistics the trade of the 
eight countries mentioned (Hongkong 
and Malaya included) with the East 
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Burma 


22. 4. 654 
Last protocol: 
March 1955 
Gross value 

$ 33.6 mill. 


14. 2. 55 


Ceylon 
@& 


Last contract: 
13. 10. 54 


India 


2. 12. 53 
Lists renewed 
23. 12. 54 


14. 10. 54 


Last protocol: 
March 1955 


extended 
3. 6. 55 


16. 10. 54 


17. 6. 54 


Indonesia 


1. 9. 54 


Gross value 
£ 12 million. 


FAR EASTERN 
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AGREEMENTS WITH PEOPLE'S DEMOCRACIES 


Main 


Imports 


Coal, silk, cotton, 
cloth, paper, 
agricult. tooling, 
textile m/c, tea, 
cigarettes. 


Machines and 
equipment. 


M/C tools ete. 
optical instruments, 
industrial equipments. 


50,000 tons rubber 
at 27d per Ib. 


Wheat, barley, oil, 
paper, iron & steel, 
chem. prod., dyes, 
optical instruments, 
agricult. m/cs, in- 
dustrial & elec. 
equipment. 


Soya beans, m/c tools 
etc., antimony, 

graphite, teak, wool, 
hides & skins, paper. 


Machinery for sugar, 
cement, wood & metal 
industries, tractors, 
agricult. m/c., chem, 
& pharm. products, 
films. 


Machinery for boot 
shoe, road-building 
& printing 
industries, motor 
vehicles, chem. prod., 
asbestos, abrasives, 
plastic materials. 


Mining & textile 
equipments, tractors, 
chem. products, 
films, paper, various 
m/cs. 


Various m/cs, electr. 
& projection appara- 


tus, clock & watch 
making instruments, 
films . 


Wheat, rye, oil pro- 
ducts, chem.  prod., 
equipmt. for timber 
& other industries, 
railway equipmt. & 
agricult. m/c. 
Fruit, urea, 
motors & insulators 
pneumatic hammers, 
grinding and planting 
m/cs. 


elec. 


Cotton thread & 
cloth, rayon, Textile 
& other m/cs, chem. 


- prod. paper, fish, 


glass & china. 


Textile & chem. 
prod., cars, lab. 
equipmt., equipmt. 
for mining & en- 
gineering. 

M/c_ tools, textiles, 
Diesel engines, elect. 
motors, motor. vehi- 


cles, paper, matches, 
textile products. 


Items 


Exports 


Rice (150,000 tons), 
oil-cakes, minerals, 
timber, rubber, 
cotton. 


Rice, rubber, 
wolfram, various 
food products. 


Spices, cotton, 
rubber, oils, 
silver, wolfram. 


27,000 tons 
£39 per ton. 


rice at 


Jute, tea, coffee, 
tobacco, shellac, 
pepper, spices, wool, 
hides & skins, 
vegetable oils. 


Tobacco, minerals, 
chem. products, 
drugs, elect. appa- 


ratus, m/c tools, etc. 


Iron & Manganese 
ore, mica, shellac, 
myrobalan, tea, 
spices, tobacco, 
coffee, cotton, films. 


Manganese and iron 
ore, ilmenite, myro- 
balan, essential oils, 
ground-nut oil, 

shellac, animal hair. 


Tea, coffee, tobacco, 
iron ore, cotton, 
jute, silk, wool, 
shellac, leather 
products. 


Tea, tobacco, oil 
seeds, skins, jute, 
textiles, films, iron 
and chrome ore, 
cotton. 

Jute goods, 
coffee, spices, 
timber, hides & 
skins, textiles, 
iron ore. 


tea, 


Spices, tea, 

essential oils, cotton, 
wool, sisal, wire, 
cables & electric 
lamps. 


Copra, 
sugar, 


cocoanut-oil, 
coffee, 
quinine, timber, 
pepper, palm oil, 
Malacca cane, sisal,. 
forestry prod. 


Rubber, copra, 
coffee, cocoa, 


tea, 
spices. 


Rubber, tin, pepper,. 
spices, mother-of- 
pearl, copra, etc. 
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was around 500 million dollars in 1953, 
made up of approximately 200 millions 
exports and 300 millions imports. This 
figure is much higher than that for 
trade between the countries of the 
East and other regions, with the ex- 
ception of Europe. As a matter of 
fact, a total of 70 million dollars 
for Latin America and 250 _ million 
dollars for the Middle East was 
arrived at. This total amount of 
500 million dollars places the South 
East Asian countries in the 
second position, immediately after 
Western Europe, for trade with the 
East. 


The incomplete statistics available 
show a rise in the level of com- 
merce in 1954 between this region 


and the countries of the East, except 
for Hongkong. Further progress will 
be made in 1955 with the fulfilment of 
agreements recently signed and nego- 
tiations now taking place. Among the 


latter, it will be recalled’ the 
Japan-Soviet talks, started in Lon- 
don on the Ist June, for’ the 


conclusion of a Peace treaty and 
the normalisation of economic rela- 
tions; the visit of a Japanese trade 
mission to the Korean People’s Re- 
public and the approaching departure 
of another for Eastern Europe; the 
proposed barter deal between Czecho- 
slovakia and Ceylon; the despatch of a 
trade mission from Ceylon to East 
Europe, headed by the Trade Minister, 
to include in the visit Poland, Czecho- 
slovakia and perhaps the Soviet Union; 
and finally the permission given by the 
government of Viet-Nam to national 
merchants and foreign businessmen to 


enter freely into trade relations with 
all countries. 
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Type & Date of Main Items 
particularities signature 
of Agreements & value Imports Exports 
German Demo- Trade & ‘June, 1954 Office m/c, precision Rubber, tea, 
cratic Republic Payments. & optical instruments, copra, tin, gum, 
motor vehicles, medi- pepper, quinine, 
cal instruments, chem. cinchonabark, 
& pharm. products, coffee, cane, tobacco, 
cement. timber, tapioca, 
kapok, edible oils. 
Hungary Trade & 16. 10. 562 Industrial & Rubber, tin, oils, 
Payments. Renewed agricult. m/cs, tea, coffee, cocoa, 
July 1954. bicycles, textile skins, quinine. 
Gross value: products & chem. — 
44 mill. products. 
Dutch guild. 
Roumania Trade & 6. 8. 54 Oil producing Tin, rubber, copra, 
Payments. equipmt., elect. tea, coffee, spices, 
apparatus, chem. quinine, skins. 
products, paper, 
cement, glass, 
textile products. 
Bulgaria Trade 15. 12. 64 Electric material Current Indonesian 
Agreement & apparatus, export products. 
textile products. 
| Japan 
U.S.S.R. Barter trade August 1954 Coal, manganese, Fishing boats, Tugs, 
arrangement. Value: chrome, platinum, cables, finished silk. 
I: $ 5.6 mill. timber, cotton oil. 
E: $ 3.2 mill. 
China Trade 4. 6. 5&5 Minerals, metal Copper, rolled steel, 
Arrangement Value: castings, coal, soya tubes, railway 
between the £ 30 mill. beans, rice, salt, equipment, ships, 
C’tees for the aluminium, antimony, fertiliser-dyes, steel 
Promotion of asbestos, wool, alloy, textile & 
International tobacco, talc, resin, printing m/c, 
Trade of the. silk. trucks, precision 
two countries. instruments, paper, 
textiles. 
Pakistan 
U.S.S.R. Barter 16. 9. 52 150,000 tons wheat. 22,000 tons jute, 
Agreement. Gross value: 13,150 tons cotton. 
£ 6 mill. 
China Barter 14. 3. 53 200,000 tons coal. 10,000 tons cotton, 
Agreement. | 
Poland Trade & 27. 6. 652 Coal, textile & chem. Jute, cotton, tea, 
Payments in products, cement, hides & skins. 
£ sterling. sugar, engineering 
products. 
Czechoslovakia Trade & 28. 6. 52 Textile equipmt. 80,000 bales jute, 
ayments Gross value: tractors, motor 28,000 bales cotton, 
£5 mill. vehicles, asbestos, chrome ore. 
glass & china, cotton 
cloth and rayon, 
matches. 
Hungary Trade & June 1952 Cotton clothing, Jute, cotton, tea, 
Payments in machinery & other hides & skins, 
£ sterling. products. surgical instruments. 


HONGKONG AND FAR EASTERN TRADE REPORTS 


The local commodity market was 
active last week with selective demand 
from various sources. Korea remained 
interested in paper, metals, pharmaceu- 
ticals and industrial chemicals but the 
volume of trade was limited by low 
buying offers, stock shortage of some 
items, and Seoul’s import restrictions. 
China was keen in industrial chemi- 
cals, Taiwan in pharmaceuticals, and 
Japan in China produce but interests 
were centred in a few items only. 
Trading with Southeast Asia showed 
no significant improvement. On the 
whole, prices of popular items were 
steady. 


TRADE DEVELOPMENTS 


Tradé Restrictions: London abo- 
lished the quota system of basketware 
imports from here. This item can now 
be shipped to UK under Open General 
Licence. 


China Trade: The arrival of staples 
and light industrial products from the 
Mainland remained normal. In the 
local commodity market, China pur- 
chased only a few _ selective items. 
Meanwhile China developed more 
direct trade with Southeast Asia. 
With Singapore, Peking negotiated for 
the purchase of 5,000 tons of coconut 
oil. Shipments will be made via HK 
and completed befere October. Peking 
also enquired for the same goods in 
the Colombo market. 


Taiwan Trade: In addition to citro- 
nella oil and other Formosan staples, 
Taiwan shipped here about 15,000 head 
of hogs at HK$120 per 60 kilos, fob 
Taiwan port. 


Japan Trade: Imports of Japanese 
products were affected by recent in- 
crease in cost of items such as metals 
and piece goods. The re-export of 
Japanese goods to Southeast Asia was 


curtailed by the increasing volume of 
direct trade between Japan and these 
countries. This development slowed 
down the booking of Japanese products 
by local dealers. In the local market 
Japan remained interested in popular 
items of China produce. Japan’s nego- 
tiation for the purchase of soya beans 
and salt from China stumbled over the 
payment difficulties. China insisted on 
Sterling cash for the lack of suitable 
goods to take from Japan, On the 
other hand, trade embargo prevented 
Japan from offering goods which Pe- 
king wanted. 


Korea Trade: Seoul invited bids 
for the supply of lumber and sawmill 
products, non-metallic minerals and 
products, scientific apparatus and sup- 
plies, industrial machinery, agricultural 
equipment, generators and motors, iron 
and steel mill materials and products, 
and miscellaneous commodities. Korea 
also enquired for 167,000 rolls of 28 
mm x 6,000 m and 19,000 rolls of 
29 mm x 6,000 m_ cigarette paper. 


| 
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Meanwhile, Seoul tightened import 
restrictions to prevent the infiltration 
of goods of Communist origin. No 
US dollar was auctioned in Seoul last 
week. In the local market, Korea cir- 
culated more enquiries than _ orders. 
Purchases were limited to small quan- 
tities. 


Indonesia Trade: It was rumoured 
in Djakarta that the Government would 
increase the duty on various imports 
in the near future. “Luxuries” such 
as motor vehicles imported into Indo- 
nesia after the recent promulgation of 
measures governing imports under self- 
provided foreign exchange, 
probably be subjected to excess profit 
or other forms of tax. Shipments to 
Djakarta remained slow during the 
week. 


Thailand Trade: Bangkok eased im- 
port control on foodstuffs, industrial 
chemicals. fuels, lubricating oil, ma- 
chinery. farming tools, pharmaceuticals 
and medical equipment, stationary, 
metal products, et cetera. Hongkong 
dollar first eased to 4.05 Baht but later 
gained to 4.15 Baht in Bangkok. 


Burma Trade: Rangoon relaxed im- 
port control on foodstuffs and canned 
‘goods from the Sterling area and 
Japan. 


The Philippines: Shipments to the 
Philippines consisted mostly of Hong- 
kong products. 
shipments on the eve of the susnension 
of imports under self-provided foreign 
exchange. 


COMMODITIES 
China Produce: Steady demand 
from Japan, Southeast Asia, and 


Europe improved Citronella oil, mus- 
tard seed, gallnuts, sunflower seeds, 
menthol crystal, feathers, dried chilli 
and sova beans. Dried ginger was fur- 
ther stimulated by the increased cost. 
Sesame declined when Japan turned to 
Thailand for direct supply. Gynsum 
was depressed by heavy arrival. Other 
popular items favoured by _ various 
sources were: Japan—woodoil, ground- 
nut kernel, silk waste, talcum, alum, 
realgar. and green peas; Europe— 
cassia lignea and rosin; India—realgar 
and cassia lignea; Southeast Asia— 
toasted garlic, green peas, black beans, 
and red beans. 


Metals: The market was active with 
small orders for structural steels and 
factory items. Indent increase further 
stimulated mild steel round bars, gal- 
vanized iron sheets and black plate 
waste waste. Other popular items 
were mild steel angle and flat bars, 
copper sheets, black plate, tinplate 
waste waste, zine sheets, mild _ steel 
plate, steel wire rope, and galvanized 
iron wire. 


Industrial Chemicals: China bought 
500 tons of sodium bichromate from 
manufacturer’s local agents. Trading 
in the market was limited to small 
orders from Korea for tanning ex- 
tract, formalin, and sodium bichromate; 
from Indonesia for caustic soda and 


-charine crystal. 


would 


There was a rush of. 


sodium bicarbonate; and from Pnom- 
penh for carbon black, linseed oil, and 
sodium bichromate. Shellac registered 
gains on enquiries from China while 
linseed oil improved on short stock. 


Pharmaceuticals: There were more 
enquiries than orders from Korea, 
China, Taiwan, and Southeast Asia for 
penicillin preparations, streptomycin, 
sulphonamides, phenacetin, aspirin 
powder, neosalvarsan ampoules, creso- 
tic, quinine and glucose powders, ato- 
phanyl ampoule, fish liver oil, and sac- 
Prices were steady. 


Paper: Low buying offers from 
Korea and Southeast Asia coupled with 
indent increases of European’ and 
Japanese goods slowed down trading in 
the local market. With the exception 
of cigarette paper which eased under 
selling pressure, prices in general re- 
mained firm. Korea was still interest- 
ed in woodfree, newsprints, and M.G. 
pure sulphite of European origin. 


Southeast Asia favoured Chinese pro-. 


ducts including woodfree, poster, M.G. 
cap, and newsprints. 


Cotton Yarns: Most of the local 
cotton mills got enough orders from 
UK, Burma, and Indonesia to keep their 
spindles busy till the end of this vear. 
In the local market, Hongkong products 
remained firm; Japanese goods were 
depressed by heavy arrival and marked- 
down indents; while Indian yarns re- 
gistered several indent bookings’ by 
local dealers at very favourable prices. 


Cotton Piece Goods: Orders from 
Indonesia and UK for Hongkong pro- 
ducts kept prices firm. Japanese grey 
sheeting remained steady on marked- 
up indent offers. 


Rice: With the exception of Thai 
whole 100% and Thai A-5% broken, 
which improved on increased cost, 


prices in general were depressed by 


heavy stock. 


Wheat Flour: Enquiries from Korea 
and Indochina failed to materialise. 
Transactions totalled only 5.000 bags 
last week. Prices were barely steady. 


Sugar: Japanese sugar declined 
the weight of heavy arrival. Trading 
failed to improve in the local market. 
Prices of other products were also 
weak. 


Cement: About 1,000 tons of 
Japanese cement were booked by local 
dealers last week at HK$117.50 per 
ton cif. HK. Before the end of 
this month, a total of about 8,000 tons 
of cement will reach here from Japan. 
Retail price for Japanese cement was 
$5.90 per bag of 100 pounds. 


Hongkong Manufactured Goods: 
In addition to yarns, cotton piece goods 
and gloves, UK also ordered large quan- 
tities of shirts. West Africa enquired 
for socks and stockings, garments and 
underwears, cotton textiles, flashlights, 
and fountain pens. Korea wanted to 
buy railway bridge materials, steel 
plates, steel rods and angle bars, and 
iron wire. 


FAR EASTERN 


ECONOMIC REVIEW 


HONGKONG EXCHANGE 
MARKETS 


For the week 18 to 23 July 1955. 


U.S.$ 

= Notes Notes 
July High Low High Low 
18 $5841, 58334 58236 58156 
19 584% 583%, 582i 581% 
20 58414 584 582% 581% 
21 58544 584 583% 582 
22 586 585 584 582% 
23 587 586 584% 583% 
D.D. rates: High 585 Low 581%. 


Trading totals: T.T. US$2,550,000, 
Notes cash US$489,000, forward US$ 
3,480,000, D.D. US$320,000. Rates ad- 
vanced on lower cross rates in New 
York. Shippers bought heavily. De- 
mand from gold importers and general 
merchants remained good. A 
sector, funds from. Japan and Korea 
together with capital from Thailand 
and the Philippines failed to satisfy 
the demand. In the notes market, in- 
terest favoured sellers and amounted to 
HK$3.70 per US$1,000. Positions 
figured at a daily average of US$34 
million. In the D.D. sector, business 
was quiet. 


Yen and Piastre: The forward mar- 
ket remained sluggish. Cash quota- 
tions were: $1,425 per Yen 100,000, 
815-770 per Piastre 10,000. Interest 
for change over favoured buyers at 
$1.62 per Yen 100,000 and $11.05 per 
Piastre 10,000. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.995-1.965, Japan 
0.014525-0.01425. Highest and lowest 
per Hongkong $ in foreign currency: 
Malaya  0.53275-0.53225, Indochina 
14.10-13.50, Thailand 4.05-4.03. Sales: 
Pesos 370,000, Yen 95 million, Malayan 
$320,000, Piastre 9 million, Baht 8 
million. The market was more active 
with the inflow of capital from South- 
east Asia. 


Chinese Exchange: People’s Bank 
Yuan notes quoted $1.85 per Yuan. 
Business transacted was very small. 
Taiwan Bank Dollar notes quoted $158- 
150 per thousand and_ remittances 
160-155. 


Bank Notes: Highest and _ lowest 
rates per foreign currency unit in HK$: 
England 15.62-15.60, Australia 12.05, 
New Zealand 13.70-13.60, Egypt 14.50- 
14.30, South Africa 15.40, India 1.18- 
1.175, Pakistan 1.035-1.02, Ceylon 0.96, 


Burma 0.63, Malaya  1.838-1.836, 
Canada 5.89-5.87, Philippines 2.13- 
2.065, Macao 1.015-1.01, Switzerland 


1.35, France 0.015775-0.01575, Indo- 
nesia 0.122-0.12, Thailand 0.234-0.233. 


Gold Market 


July High .945 Low .945 Macao .99 
18 $252% 252% 
19 252% 252 
20 252% Low 262% 
21 253% 252% 
22 253% 252% 
23 25354 253% 263% High 


The opening and closing prices were 
$2523 and $2534, and the highest and 
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lowest were $2538 and $252. The 
market was quiet and prices steady. 
Interest for change over in forward 
favoured sellers and totalled 65 HK 
cents per 10 taels of .945 fine. Trad- 
ings amounted to 24,630 taels or at an 
average of 4,105 taels per day. Posi- 
tions figured at 29,900 taels per 
average day. Cash _ sales totalled 
13,750 taels (2,950 listed and 10,800 
arranged. Imports were mainly from 
Macao and amounted to 8,000 taels. A 
shipment of 50,000 fine ounces arrived 
in Macao via the Colony during the 
week. Exports figured at a total of 
11,000 taels (4,500 to Indonesia, 4,000 
to Singapore, 1,500 to Rangoon, 1,000 
to Korea). Differences paid for local 
and Macao .99 fine were $12.10 and 
11.90-11.80 respectively per tael of .945 
fine. Cross rates in the Exchange 
were US$37.77-37.75. 24.000 ozs were 
concluded at 37.75 C.LF. Macao. 


Silver Market: The market remain- 
ed quiet. Bars quoted HK$5.90-5.87 
per tael with 2,500 taels traded; $ coins 
3.78-3.76 per coin with 2,000 coins 


. traded; 20c coins at 2.90-2.87 per 5 


coins with 1,500 coins traded. 


HONGKONG SHARE 
MARKET 


The market was very active last week 
with the turnover on Tuesday amount- 
ing to almost $4 million. However, 
profit-taking prevented prices from 
breaking peak levels reached early this 
year. During the week, Banks touched 
$1,850, Unions were sold at $1,030, 
Wheelocks moved up to $9.85, Realties 
up to $2.575, Yangtszes improved to 
$7.55, Allieds advanced to $5.90, Docks 
to $27, Providents to $15.90, Hotels to 
$17.30, Lands to $734, Humphreys to 
$19.20, Trams to $24.40, Yaumatis is 
$122, China Lights to $22.90, Electrics 
to $44, and Telephones to $35}. Dairy 
Farms, Watsons and Lane Crawfords 
were also better but Cements, Textiles 
and Nanyangs were lower. Rubber 
Trusts and Amalgamateds were firm 
with the raw material prices in Singa- 
pore rising to a new peak of 131} 
Straits cents per pound. 


Monday: The market followed last 
week’s tendency with popular shares 
registering gains. -The Wheelock group 
moved to higher levels. Utilities were 
also in demand while Banks and Unions 
advanced to $1,830 and $1,030 respec- 
tively. Lands were firm at $72.50. 
Industrials and Stores remained steady 
but Cottons were dull and a shade 
easier. In the Miscellaneous group 
H.K, Constructions rose sharply to $6. 
The turnover amounted to $2.06 mil- 
lion. Tuesday: It appeared from the 
brisk trading which took place im- 
mediately after the market opened in 
the morning that buyers were  anti- 
cipating encouraging results from the 
Big Four “Summit” talks. Demand 
continued throughout the forenoon 
session with prices rising on a wide 
front. There was little recession in 
tempo during the afternoon although 


rates appeared to have reached their 
best levels for the day but were being 
well maintained at the close. Banks 
advanced to $1,880 while there was:still 
no selling offer in Unions at $1,050. 
Wheelocks improved to $9.85 but closed 
a shade below on light scale profit- 
taking. Yangtsze Finance, Realties and 
Allieds remained at high levels. Utilities 
were in good demand with China Light 
being especially active. Rubbers were 
also active. The undertone throughout 
was very firm and the turnover amount- 
ed to $3.96 million. Wednesday: The 
market remained bullish and active 
throughout the half day session. Chief 
interest was centred in Utilities which 
further improved under strong demand. 
There was a large turnover in Electrics 
with approximately 18,000 shares 
changing hands from $434 up to $44}. 
Wheelocks first declined to $9.40 but 
later recovered to $9.65. Yangtszes 
were in good demand while Allied In- 
vestors rose sharply to $5.90. China 
Providents were firm. The turnover 
amounted to $2.8 million. Thursday: Al- 
though the market retained active 
trading, rates fluctuated with narrow 
limits. Utilities eased fractionally. 
Realties remained steady throughout at 
$2,575. Yangtszes improved to $7.55 
but Whreelocks yielded ground. 
Hotels, Docks and Providents also 
registered gains. A small number of 
Banks changed hands at $1,850 Ex. 
Div. In the rubber section 136,592 
Amalgamateds changed hands at $2.225 
in sympathy with higher advices from 
Singapore for commodity at Str. 
$1.3125 per lb. The day’s turnover 
amounted to $3.41 million. Friday: The 
chief feature of the day’s trading was 
the sharp rise in rubber shares influenced 
by a further advance in the price of 
raw rubber. There was an exceptional- 
ly large turnover in Amalgamated and 
Rubber Trust shares with practically 
200,000 shares changing hands in the 
former. Elsewhere there was con- 
tinued demand for H.K. Banks which 
were transacted from $1,860 to $1,880 
Ex. Div. There was also some business 
in Union at $1,060. Utilities were well 
supported with prices hardening to- 
wards the close. Wheelocks were a 
shade easier but closed with good 
buyers at the lower levels. The day's 
turnover amounted to $2.87 million. 


SINGAPORE SHARE 
MARKET 


The strength of both Malaya’s staples 
failed to bring about any immediate 
advance in share prices. Reduced turn- 
over in the Industrial section was the 
primary cause of a falling off in the 
volume of business. Tins and parti- 
cularly Rubbers were active and at the 
close there were apparent signs of a 
healthier undertone. 

Among Industrials, Wearne Bros, 
had a large turnover at $2.72 and 
$2.75 and Straits Trading at $22.60. 
British Borneo Petroleum continued 
active and went from 45/14 to 42/- and 
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back to 43/- with Singapore selling 
and London buying, but Singapore 
Traction Ords. resumed their more 
natural tranquillity with small 
exchanges at 29/-. Fraser & Neave for 
a change, had mediocre turnover be- 
tween $1.734 and $1.75 whilst both 
Straits Times and Straits Steamship 
had only isolated transactions at $2.923 
and $14.60 respectively. Wm. Jacks 
with few shares offering, improved to 
$3.25, United Engineers to $11.20, 
Robinsons stagnated and Metal Box 
eased to $1.38. 


A number of Tins had appreciable 
rises, Sungei Way had an_ excellent 
quarter’s output at 7,896 piculs and 
reached $3.50, Renong Consolidated, 
about to be swallowed by Siamese Tin, 
were taken up to 31/6, Talams had 
buyers at $1.90 and Jelapang on 
rumours of the sale of its dredge were 
marked up to 17/-. Petalings having 
fallen to $4.35 recovered to $4.45 
buyers but Taiping Consolidated re- 
mained difficult to place with business 
at $1.80 cum dividend, and $1.624 ex 
dividend.« Rumours of the acquisition 
of new land led to renewed activity in 
Kuala Kampar with exchanges at 27/- 
and 27/3. The remaining counters 
had only scattered transactions. 


Attention to Rubber shares is on the 
increase but has not yet reached the 
stage warranted by the statistical posi- 
tion and the high commodity price. 
However, a greater number of counters 
were dealt in with Riverviews the most 
active from 4/- to 4/34. Jeram Rub- 
ber had exchanges at 3/43, Singapore 


NOTICE 


THE HONGKONG AND 
SHANGHAI BANKING 
CORPORATION 


NOTICE is hereby given that 
an Interim Dividend of £2. 0. 0. 
per share free of Hongkong 
Corporation Profits Tax has been 
declared in respect of the year 
ending 31st December 1955 at 
the rate of 1/2.27/32nd. per 
Dollar. 

This Dividend will be payable 
on or after Monday, 8th August, 
at the Offices of the Corporation, 
where Shareholders are requested 
to apply for Warrants. 

THE REGISTER OF SHARES 
of the Corporation will be closed | 
from Friday, 22nd July to Satur- 
day, 6th August 1955 (both days 
inclusive) during which period 
no transfer of shares can be regis- 
tered. 


BY ORDER OF THE BOARD 
OF DIRECTORS. . - 
Michael W. Turner, 
Chief Manager. 


Hongkong, 8th July 1955: 
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Para at 7d. and Langkon North Borneo 
were taken from London at 2/43. 
Mentakabs advanced to $1.20, Borelli 
to $2.823, Temerloh to 80 cents cum 
dividend and Lunas to $2.15. 

There were few takers of the numer- 
cus offerings of local loans. 


HONGKONG COMPANY 
INCORPORATIONS 


The following new private companies 
were incorporated in Hongkong during 
the period from June 20 to July 16, 
1955: 


Rhima Dyes and Chemical Company, 
Limited: Nominal Capital, $200,000; 
Registered Office, 614 Alexandra 
House, Hongkong; Subscribers—J. S. 
Chen, 313 Edinburgh House, Hong- 
kong, Merchant; C. L. Yih, 8C Wong 
an Chong Gap Road, Hongkong, Mer- 
chant. 


Lyemun Investments Limited: No- 
minal Capital, $100,000; Registered 
Office, Prince’s Building, Hongkong; 
Subscribers—J. R. Oliver, 2 Castle 


Steps, Hongkong, Solicitor; R. W. 
Dyer, 2 Castle Steps, Hongkong, Solli- 
citor. 

Ping Shan Mining Company, Limited: 
Nominal Capital, $50,000; Registered 


Office, 48 Yee Wo Street, Causeway 
Bay, Hongkong; Subscribers—Kwok 
Ying Yin, 199 Hennessy Road, Hong- 
kong, Merchant; Kwok Ying Min, 199 
Hennessy Road, Hongkong, Merchant. 


Queen’s Furniture and Decoration 
Company, Limited: Nominal Capital, 
$500,000; Registered Office, 2 Glenealy, 
Hongkong; Subscribers—Robert Chun- 
Shing Kwok, 2 Glenealy, Hongkong, 
Merchant; Chan Chiu Wai, 4 Lee Tung 
Street, Hongkong, Merchant; Tsang Po 
Ki, 12 Lee Yuen Street East, Hongkong, 
Merchant; Fok Lok Chiu, 2 Po Sin 
Street, Happy Valley, Hongkong, Mer- 
chant; Lui Kwai Huen, 15 Bonham 
Road, Hongkong, Merchant; Ma Chiu 


Fue, 355 Lockhart Road, Hongkong 
Mierchant. 

Acrow Engineers (Asia) Limited: 
Neminal Capital, $2 million; Subscri- 


bers—F. D. Hammond, 36 Dina House, 
Hongkong, Solicitor; F. G. Nigel, 536 
Deep Water Bay Road, Hongkong, 
Solicitor. 


Oversea Chinese Estate Company, 
Limited: Nominal Capital, $3 million; 
Registered Office, 30 Bonham Strand 
West, Hongkong; Subscribers—Kui Hoa 
San, 3 Yun Ping Road, Hongkong, 
Merchant; King Tsung Zung, 22-A 
Granville Road, Kowloon, Merchant. 


Fook Yue Hong, Limited: Importers, 
exporters; Nominal Capital, $200,000; 
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Registered Office, 37 Bonham Strand 
West, Hongkong; Subscribers—Choy 
Siu Hon, 13 Second Street, Hongkong, 
Merchant; Chan Ki Shou, 37 Bonham 
Strand West, Hongkong, Merchant. 


The Bakilly Company (1955) Limit- 
ed: Druggists, Nominal Capital, 
$100,000; Registered Office, 19 Chiu 
Lung Street, Subscribers— 
Lo Hing Kwong, 17 Kennedy Road, 
Hongkong, Merchant; Lo Kuen Min, 21 
Kennedy Road, Hongkong, Merchant. 


T. F. Ko and Company, Limited: 
Registered Office, 9 Ice House Street, 
Room No. 612B, Hongkong; Subscribers 
—Ting Fung Ko, 173 Boundary Street, 
Kowloon, Merchant; Bert James 
Young, 81 Sin Woo Road, Hongkong, 
Merchant. 


Published and edited by ERIC E. 
HALPERN for and on behalf of The Far 
Eastern Economic Review Ltd., at 322, 


Queen’s Building, Victoria, Hongkong—- 
Telephone: 32429. Cables: Ficom. 
The Far Eastern Economic Review is 


Graphic Press Ltd., 4, Queen’s Road, C., 
Hongkong. 
* * * 
Annual] subscription rate: $80. 
Overseas $93 or £6.0.0 - or US$16.- 


published weekly and printed by the | 

{ 

Price per single copy: $1.60 | 


HONGKONG’S TRADING PARTNERS IN 1994 


GERMANY (Western) 


Meat and meat preparations 
Dairy products, eggs and honey 
Cereals and cereal preparations 
Sugar and sugar preparations 
Coffee, tea, cocoa, spices and manufactures thereof 
Feeding stuffs for animals (not including un- 

Miscellaneous food preparations 
Tobacco and tobacco manufactures 
Hides, skins and fur skins; 
Oil-seeds, oil nuts and oil kernels 
Crude fertilizers and crude minerals, excluding 

coal, petroleum and precious stones 
Metalliferous ores and metal scrap ............ 
Animal & vegetable crude materials, inedible, 

Mineral fuels, lubricants and related materials 
Animal and vegetable oils (not essential oils), 


fats, greases and derivatives ............ 
Chemical elements and compounds .......... 
Mineral tar and crude chemicals from coal, 


petroleum and natural gas .............. 
Dyeing, tanning and colouring materials 
Medicinal and pharmaceutical products 
Essential oils and perfume materials; 

polishing and cleansing preparations 
Fertilizers, manufactured 


Part XII 
Imports Exports 
3 3 
Importe Exports Explosives and miscellaneous chemicals and a 
Leather, leather manufactures, n.e.s., & 
35,597 2,810 Wood and cork manufactures (excluding 
184,188 2,082,340 Paper, paperboard and manufactures thereof .. 3,438,417 a 
678,405 —_ Textile yarn, fabrics, made-up articles and 
Non-metallic mineral manufactures, n.e.s. 1,781,956 132,876 
8,309 _ Silver, platinum, gems and jewellery ........ 1,406,865 355,004 
25,413 1,155 4,462,501 -— 
2,247,249 Manufactures of metals 3,122,110 16,401 
158,397 Machinery other than electric 4,398,297 — 
— 632,209 Electric machinery, apparatus and appliances .. 3,457,433 — 
29,160 633,500 Transport equipment 2,276,745 
152,299 1,726,475 Prefabricated buildings; sanitary, plumbing, 
heating & lighting fixtures & fittings .... 998,253 35,158 
67,991 10 Furniture and fixtures 26,352 24,570 
— 304,987 Travel goods,- handbags and similar articles .. 147,342 12,691 
38,851 416 Professional, scientific and controlling instru- 
ments; photographic & optical goods; 
17,014,637 — Miscellaneous manufactured articles, n.e.s. 5,187,509 304,041 
2,923 
9,258,981 54,041 
326,110 346,656 


7,584,052 


(To be Continued) 
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V/0 “SOJUZHIMEXPORT” 


MOSCOW, THE USSR 


| 
EXPORTS: 


VARIOUS organic and inorganic chemical 
products, including soda products; 


Organic and inorganic acids, oxides, alcohol, 
ether, colophony; 


Medical goods and instruments, reagents, 
X-ray equipment, laboratory utensils, medicines, 


including liquorice, products of Tibet medicine, EXECUTORS 
deer horns, izjubr AND 

. eer horns, siberian deer horns, saiga horns and ; 

others; TRUSTEES 

Santonin, ether and other perfumed oils, Veen 
soap, perfumery, cosmetics; COLON Y 


Aniline dyes and semifinished products, 


AND THE 

paints, varnishes, enamels, pigments, resins, 

synthetic tanning materials; FAR EAST 
Films, photographic paper. : 


| | || HONGKONG AND SHANGHAI BANK 
HONGKONG (TRUSTEE) LIMITED | 


The Trust Corporation of 


Orders for supplies of these goods can be placed 
through All Union Association “EXPORTHLEB”, | 


“Bangkok Branch’, 6, Krung Kasem Road, Theves, one 
Bangkok. HONGKONG AND SHANGHAI BANKING CORPORATION 
Telephone No. 23755. | HONG KONG 


FLIGHTS WEEKLY 
Ay North and South America 


WEDNESDAY AND SATURDAY 
Only two-stop 24-hour service to North America. 


Only one-airline one airplane service to South America. (No. U.S. 
transit visa). 


Luxury travel by fully-pressurized Super DC-6B’s. Unexcelled 
C.P.A.L. service and vintage champagne with meals. Fast Aircargo 
to Tokyo, Canada and North and South America. 


FLY 


AIRLINES 


UNION BUILDING. HONG KONG. TEL: 32066-7 
OR YOUR TRAVEL AGENT 


wy) 


WINGS OF THE WORLD'S GREATEST TRAVEL SYSTEM 
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AMSTERDAM BRUSSELS 
FRANKFURT BERLIN 
COLOGNE DUSSELDORF 
HAMBURG MUNICH 
STUTTGART VIENNA 
BREMEN HANOVER 
ZURICH ROME PARIS 
NICE BARCELONA 
MADRID LISBON OSLO 
STOCKHOLM HELSINKI 
COPENHAGEN 


In which of 
these major 


European 


markets are 


you selling? 


One-carrier __ 


CARGO 


THERE FASTER 
...assures dependable handling 


® Pan American expedites your cargo through customs 

fast. Keeps it moving to market with no loss cf time. Your 

shipments get personalized service all the way by this 

one-carrier service. 

@ Fast, frequent schedules insure speedy delivery. 

® Pan American flies more international cargo than any 

other airline. Discove. the benefits one-carrier Clipper 
‘argo service can offer you. For details and schedules— 


CALL YOUR CARGO AGENT 
or Pan American 


Alexandra House, Phone 37031 (Cargo Section) 
Peninsula Hotel, Phone 57572 


*Trede-Mark, Pan American World Airways, ino. 


PAN AMERICAN 


Pen American World Airways, Inc., Izccrvorated im the State of New York, U.S.A., with limited liability 


World’s Most 
Experienced 
Airline 


* 


More Than 50 YEARS 


EXPERIENCE AT YOUR SERVICE 


To 
SOUTH AFRICA AND 
SOUTH AMERICA V.V. 


Two regular sailings per month, served a.o. by our wellknown vessels 
BOISSEVAIN, RUYS, TEGELBERG, TJITJALENGKA, 
STRAAT BALI, etc. 


Accepting Transhipment Cargo on Through Bills of Lading 
To 
West African Destinations 


To 
BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.YV. 


Regular monthly sailings with uptodate modern vessels offering 


limited attractive passenger accommodation. 


To 
SINGAPORE, PENANG, BELAWAN DELI 
AND PALEMBANG 


Regular Monthly Sailings 


To 
SINGAPORE, AND INDONESIA (JAVA 
NORTHCOAST PORTS AND 
MACASSAR) 


Regular Fast Service by Our Modern Comfortable Vessels 
“TJIWANGI"’/“TJILUWAH” every 2nd and 16th of each month 


To 
JAPAN AND INDONESIA ‘INCL. BALD 


Special Holiday Fares 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartments available 


Agents for: 


HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


BOOKING AGENTS FOR ALL AIR LINES 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 
AGENTS THRCUGHOUT THE WORLD 


Particulars gladly suvplied by 


ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28016/19. Hong Kong 


| 
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Mp ANY | | JARDINE, MATHESON 


LT Established 1832 


FAR EAST MERCHANTS 


HONG KONG 
BUILDING 
HONG KONG 
Importers and Exporters, 
P.O. Box No. 36 Telephone No. 28021 Tea and General Merchants, 
Insurance, Shipping and 
Air Transport 
Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration GENERAL MANAGERS: 
Engineers, Office Equipment Specialists, The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 
The Hong Kong Fire Insurance Co., Ltd. 
Pharmaceuticals. 1 | GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


HEAD OFFICE: 
24, ST. MARY AXE, LONDON, E.C.3 | AGENTS: 


Glen Line Limited 
Royal Mail Lines Limited 
Prince Line Limited 


BRANCHES: Western Canada Steamships Co., Ltd. 
Pacific Transport Lines, Inc. 
HONG KONG MANILA Furness, Withy & Co., Ltd. 
TOKYO COLOMBO The Union-Castle Mail Steamship Cc., Ltd. 
EW Alliance Assurance Co., Ltd. 
YOKOHAMA N YORK Atlas Assurance Co., Ltd. 
NAGOYA VANCOUVER Queensland Insurance Co., Ltd. 
Bankers and Traders Insurance Co., Ltd. 
KOBE AUCKLAN D, N.Z. Triton Insurance Co., Ltd. 
OSAKA Thistle Insurance Co., Ltd. 
The Legal Insurance Co., Ltd. 
Economic Insurance Co., Ltd. 
SUBSIDIARIES: The Employers’ Liability Assurance Corp., Ltd. 
Dodwell & Co., (E. Africa) Ltd., Nairobi, Mombasa, The Merchants’ Morine Insurance Ca, Ete. 
Kampala and Dar-es-Salaam. Eastern Federal Union Insurance Co., Ltd. 
Dodwell & Co., (Aust.) Pty. Ltd., Sydney. 
Gardner Diesel Engines, Ltd., Vancouver. ba 


W. B. Kerr & Co., Ltd., Nairobi and Kampala. HONGKONG AIRWAYS LIMITED 


ASSOCIATES: 


Dodsal Ltd., Bombay, Calcutta and New Delhi. THE JARDINE ENGINEERING 


Holme Ri & Co., Ltd—H kong, Pusan, Seoul 


HONGKONG & SHANGHAI BANK || HEAD OFFICE: 14/18 PEDDER STREET, 
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Managed by 


A.P. HOLLER, COPENHAGEN 


General Agents U.S.A. 


MOLLER STEAMSHIP COMPANY INC., 
NEW YORK 


Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE 
PHILADELPHIA 
via 
JAPAN, SAN FRANCISCO, LOS ANGELES & 


PANAMA 
M.S. “SUSAN MAERSK” .... .... .... Aug. 2 
M.S. “CHASTINE MAERSK” .... .... Aug. 17 
M.S. “JOHANNES MAERSK” ....... Sept. 2 


Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 

Refrigerated Cargo Space. 


Arrivals from U.S.A. 


MS. “ELSE MAERSK” .... .... .... .... July 30 
M.S. “JOHANNES MAERSK” ... ... Aug. 1 
M.S. “NICOLINE MAERSK” _....... Aug. 7 
Sailings to Indie, Pakistan & P. Gulf 
MS. MAERSK" Ame. 8 


Arrivals from Persian Gulf & India 


M.S. “KIRSTEN MAERSK” .... .... Aug. 7 
M.S. “MATHILDE MAERSK” .... .... Aug. 27 
Sailings to Djakarta, Semarang, 
Sourabaya, Macassar & Balik 
Papan 
M.S. “EMILIE MAERSK” .... .... .... July 27 


For Freight & Further Particulars 
Please apply to: 


JEBSEN & CO. 


Pedder Building. Tel: 37041 
Chinese Freight Booking Office 
27, Connaught Rd., C. Tel: 20461 


Dates and rotation subject to change without notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


THE 
HONG KONG EASTERN SHIPPING 
COMPANY, LIMITED 


Shipowners, Shipping Agents & Brokers 


(Specialists in the carriage of Bulk Cargoes) 


“Caxton House”, 2nd floor, 1 Duddell Street, Hongkong 
Telephone: 27751 — All Departments 


Cable address: “RYMAC” HONG KONG 


Branches: 
JAPAN: Tokyo, Kobe, Osaka and Yokohama 


Representatives 
COVE & BEECHAM, LTD. — LONDON 
Cable Address: Emgesco London. 


MALAY STATES SHIPPING CO., LTD. 
SINGAPORE. 


Cable Address: Ansonshop: Singapore 


HOLME RINGER & COMPANY LTD. KOREA: 
PUSAN, INCHON, AND SEOUL. 


Cable Address: Ringer-Pusan 


HOLME RINGER & COMPANY LTD., JAPAN: 
MOJI, NAGASAKI, KURE, TOKYUYAMA, ? 
YAWATA, TSUKUMI, SASEBO | 


Cable Address: Holringer-Japan 


Shipping Agents: 
Eastern Mining & Metals Co., Ltd. 
Osaka Shosen Kaisha, Japan 
Kansai Kisen Kaisha, Japan 
Kyosei Kisen Kabushiki Kaisha, Japan 
The Eastern Shipping Corporation Ltd., Bombay 
The Scindia Steam Nav. Co., Ltd., Bombay 
States Marine Corporation, New York 


Registered Offue: 
HOLME RINGER & CO., LTD. 


PACIFIC & EASTERN STEVEDORING | 
COMPANY, LIMITED 


| | V 
| 
| 


